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PREFACE. 



This volume was originally planned as an investigation 
into the published accounts of the Bank of England 
alone, and it is based on the " Analysis of the Accounts 
of the Bank of England/' which I published in 1874. 
But since that date the connection between the English 
Money Market and that of Europe generally has been 
drawn so much more closely together that I felt it 
needful to carry the inquiry further, and to include 
some notice of the transactions of the Banks of France 
and Germany. While, therefore, the analysis of the 
accounts of the Bank of England previously mentioned 
has been incorporated in these pages, much has been 
added, some part of which has appeared, though in a 
somewhat diflferent form, in the Economist and the 
Bankers^ Magazine. The accounts of the Bank of 
England, however, supply the staple of the work. 

The amount of the reserve held by the Bank of 
England is always carefully noted by business men ; 
and the weekly statements are invariably and closely 
examined as they appear. I have, therefore, thought 
that an analysis of these accounts might be of service 
to those who are engaged in business by assisting them 
in these investigations. 

Some Returns published by order of the House of 
Commons, supply information which is not given in the 
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weekly statements. This, in particular, was the case 
with regard to the balances kept by the London 
Bankers with the Bank of England to the close of 1877. 
I have included the information thus furnished in this 
analysis, as it shows the amount of money held ready 
to meet the immediate requirements of business. 

During the period under consideration the amounts 
of the balances of the London Bankers largely and 
progressively increased, as far as this can be traced. It 
is a matter of regret that the Official Returns no 
longer enable this point to be ascertained with accuracy. 
There can be little doubt that a regular publication of 
the amounts would be of service to the community, and 
no good reason can be given for this information being 
withheld. In times when apprehensions prevailed, the 
knowledge that preparation was being made to meet 
any difficulties which might occur would of itself tend 
to allay alarm, and would assist in maintaining that 
feeling of confidence without which it is impossible that 
business should be suitably carried on. 

The protection of the notes of the Bank of England 
rather than of the deposits of the Bank, was the object 
of the Bank Act of 1844. I have no intention in this 
place to inquire into the policy on which that Act was 
foiuided, but to investigate some of the events which 
have occurred since it was passed. Of late years the 
amount of the reserve of the Bank of England has on 
an average increased; but the proportion borne by that 
reserve to the total liabilities has, on the whole, di- 
minished. The average proportion of reserve to total 
liabilities was 53 per cent, for the years 1845-53; while 
for the years 1870-78, it was 44 per cent. The average 
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rate of discount, which was 3Z 4s lOd for the earlier 
was 3Z 9s Id for the later period. Of recent years a 
greater number of fluctuations in the rate of discount, 
and, on the whole, a higher rate, has prevailed. Mean- 
while a vast increase in the amount of money held by 
bankers on deposit has taken place. Thus while the 
available supply of money has increased, there have 
likevnse been far greater fluctuations in its price. 

Great instability in the rate of Discount is un- 
doubtedly a very prejudicial thing to the interests of 
commerce. Such an instability tends to render the 
results of trade more uncertain than they otherwise 
would be, and hence introduces an additional element of 
speculation in transactions where none further is needed. 
Meanwhile we must bear in mind that while the 
reserve which the Bank of England keeps is now gene- 
rally somewhat smaller in proportion to its own liabili- 
ties than it was twenty or thirty years since, it is far 
smaller in proportion to the liabilities of the other 
banks of the United Kingdom at the present time 
than at any earlier period. Yet it is to that reserve 
alone that the other banks must have recourse in 
any time of pressure. The maintenance of an ade- 
quate reserve is a point of primary importance to all 
interested in banking and in commerce generally, and 
every endeavour should be made which will conduce 
to this result. 

The Directors of the Bank of England feel, no doubt 
satisfied that the reserve they maintain is adequate 
to their ovm requirements, but it is only needful to 
glance at the vast amount of Banking Deposits now 
held to see how entirely inadequate it is when regarded 
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as the reserve of all the banks of the Kingdom. 
Matters have gradually drifted into this position. The 
arrangement is an anomalous one, but what we are 
concerned with now is not to discuss the manner in 
which it has arisen, but to consider how the existing 
system may be strengthened and improved. The sub- 
ject is almost beyond the power of any private in- 
quirer, however diligent, however well-informed, to 
investigate completely ; and it certainly appears that it 
would now be of advantage to the community if an 
inquiry were made into the whole bearings of the 
question through the instrumentahty of a Government 
Commission to be appointed for the purpose. 

It is quite a doubtful question whether even from the 
point of view of " profit and loss," the economy of our 
reserve system has not been carried too far, and whether 
a system in which a larger reserve was maintained 
would not be an advantage to the banking as well as 
to the mercantile conamunity, by tending to mitigate 
those frequent fluctuations which now constantly cha- 
racterise our money market. That the cost of the main- 
tenance of such a reserve should fall on the Bank alone 
appears scarcely equitable ; arrangements might, how- 
ever, be made which would bring every bank in the 
country into connection with the Bank, and on the 
basis of which a suitable reserve might be maintained. 
The closer relations which now exist between the 
Money Markets of England, Europe generally, and, it 
should be added, of America, render this subject one of 
high importance to the stability of business. 

R. H. Inglis Palgrave. 
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INTRODUCTION. 

The -weekly return of the Bank of England is always 
carefully studied, as supplying much useful information 
on the position of the money market. The demands 
likely to be made on the "Reserve/^ and the pro- 
portion held by it to the " Liabilities/' form the basis of 
' most of those calculations which are continually being 
made by those engaged in busiuess as to the proba- 
bility of a rise or fall in the Bank rate of discount. The 
form in which the usual statement is made out supplies 
a great deal of information, but it leaves one or two 
very important points unnoticed, a Returns, however, 
which have been published by order of the House of 
Commons, supplement the information on the subject. 
Of these returns the one marked No. 6 in the Appendix 
to the Report from the Select (Secret) Committee on 
Commercial Distress, House of Commons, 1848, maybe 
cited first, as it carries the statement back to the date 
when the Bank Act came into operation. This return 
is reprinted, and continued to December, 1856, in the 
Appendix (No. 13) to the Report from the Select Com- 
mittee on the Bank Acts, House of Commons, 1857. 
Subsequent returns continue a consecutive statement, 
on a imiform plan, from the date of the division of the 
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two departments of the Bank of England, in 1844, to 
the close of 1875, containing particulars which are not 
included in the ordinary returns, of the total amount 
of bills discounted, and total amount of temporary ad- 
vances made by the Bank, and the balances of the 
London bankers. 

The return, however, which was ordered by the 
House of Commons to be printed 31st May, 1877, 
giving the statement for the year 1876, while it 
separates the amounts of the balances of the Exchequer 
and of the London bankers from the total deposits, 
does not continue to furnish either the amount of " bills 
discounted '^ or of the " temporary advances,^' which had 
been uniformly given from 1844 downwards in the 
previous returns. The corresponding return for 1877 
is likewise deficient in the same manner, and in the 
return for 1878 the London bankers' balances were 
altogether left out. These omissions are to be regretted, 
as much in the interest of the Bank of England itself as 
of the public at large. The discount of bills, and the 
making temporary advances, are both proper functions 
of a bank. In the case of the Bank of England it is 
especially desirable that there should be no uncertainty 
as to the extent of its operation on these points, as it 
is mainly in this manner that its control over the outer 
market is maintained. The full possession of that 
control, and the power of exercising it rapidly when 
circumstances render it needful, are essential to the 
security both of the Bank of England and of the other 
banks of the country, and it cannot therefore be an 
unimportant matter that the information which shows 
the action of the Bank in this respect should now no 
longer be supplied. 

It would also be very valuable if the information 
given in return No. 8 in the Appendix to the Report 
from the Select (Secret) Committee on Commercial Dis- 
tress, House of Commons, 1848, were continued to the 
present time. This return, which is carried back to the 
year 1832, through the Appendix to the Report from 
Select Committees on Banks of Issue, House of Com- 
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mons, 1840 and 1841, gives a great deal of very im- 
portant information as to the working of the Bank of 
England. It is in no spirit of idle curiosity, with no 
desire to pry needlessly into the concerns of others, that 
the continuation of this information is sought. Those 
who feel, as all concerned in banking business must, 
that the enormous extension which that business has 
experienced in this country during the last thirty years, 
requires every safeguard to be strengthened, must 
regret that a closer secrecy is now maintained on matters 
on which more pubUcity was freely given at previous 
times when this publicity was less needed. If that 
information was valuable in 1832, 1844, and 1848, it 
would be even more valuable now. 

Such information, however, as can be obtained from 
the materials at our command on the history of the 
working of the money market during the last thirty- 
four years may be very useful to all who are engaged 
in commercial pursuits. These years have witnessed 
a very marvellous extension of the commerce of the 
country in general ; and the .extension of banking busi- 
ness has fully kept pace with the increase in other 
directions. The Parliamentary returns relating to the 
Bank of England, carried on week by week, contain 
the record of many important events ; but the very- 
length of the returns is a bar to facility in consult- 
ing them, or in understanding the many important 
lessons which may be learned from their pages. It 
is often a difficult matter, in subjects of this nature, 
which depend on a vast multitude of details, to arrive 
at a just appreciation of the exact bearing which these 
details have on the questions at issue. The number of 
details, through their very quantity, have a tendency to 
obscure a distinct view of the case. It is hoped, there- 
fore, that the analysis which follows may be of service 
by giving a history of the main alterations which have 
occurred in the position of the Bank of England during 
the time over which these returns extend, which may 
enable us to trace out some of the causes which have 
led to the greatly increased fluctuations which have 
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prevailed in the money market during some of the last 
few years. It should be clearly understood from the 
outset that the object of this work is neither a contro- 
versial investigation into the working of the Act of 
1844, nor a critical inquiry into the conduct of the 
Bank of England. That great institution is, from its 
position, the acknowledged centre of oin: banking 
system ; and an analysis of its transactions may enable 
us to see more clearly the progress of recent events in 
the financial world. In order to render this clear and 
readily intelligible, a series of tables has been drawn 
up. Into these the main points of the work of the 
Bank of England for the years from 1844 to 1878 have 
been condensed. 

This has been done with the utmost care, and it is 
hoped that any error of importance has been avoided. 

Since I first began to write on this subject, several 
events have occurred which have introduced very im- 
portant influences among the money markets of Europe. 
The limitation in the coinage of silver by the countries 
forming the Latin Union ; the resumption of specie 
payments in France, and also in the United States ; 
the alteration in the standard of value in Germany 
from a silver to a gold basis — are all events which 
could not take place without greatly affecting this 
country. These events have made it desirable to carry 
the investigation further than was first proposed. 
It has not been thought needful to form a complete 
analysis of the tranactions of the Banks of France and 
Germany in the same manner as those of the Bank of 
England. A comparison of the rates of interest charged 
in the three comitries, and the number of the fluctua- 
tions in the rates, give what is a sufficient outline for 
the purpose desired — an outline of the working of the 
demand and supply of money in the leading countries 
of Europe for the time under consideration. 

Tables relating to the variations in the rate of 
interest charged by the Banks of France and Germany, 
drawn up on the same plan as the corresponding tables 
referring to the Bank of England, have therefore been 
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added, and also tables giving the number of the 
alterations of the rates. These are valuable, as they 
giv.e an outline of the working of business in those 
countries ; they also supply a comparative view of 
the movements of the rate of interest in other Euro- 
pean centres of business which may enable us the 
better to understand the influences which are at work 
on our own. 

A description of the tables which form the basis 
of this analysis precedes this Chapter. The table 
analysing the accounts of the Bank of England in a 
series of annual averages follows. 
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CHAPTER 11. 



THE DEPOSITS HELD BY THE BANK OP ENGLAND, 
AND THE EESEEVE OP THE BANK OP ENGLAND. 

We will now proceed to the examination of the tables, 
which are drawn up for the purpose of assisting us to 
form a complete analysis of the accounts of the Bank of 
England. The Capital of the Bank of England is the 
largest of any known bank in the world, and amounts to 
£14,553,000 ; the Rest, or accumulated and undivided 
profit, averages about 3 millions more. The total 
\ capital available belonging to the Bank, without takinj 
the note issue into consideration, is therefore about 1 7\ 
millions. CoL 9 of Table I. contains the yearly average 
of the total deposits of the Bank of England. CoL 1 
contains the yearly average of the total liabilities of the 
Bank of England on deposits and Bank post bills. 
From this point of view we need not take the Bank 
note circulation into account, as that concerns the Issue 
Department and not the Banking Department of the 
Bank of England ; the only liabilities, therefore, which 
have to be taken into consideration besides the deposits 
are the seven-day and other bills. These have declined 
recently. From averaging more than £1,000,000 in 
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1844, they have diminished to less than £300,000 in 
1878. In consequence, it will be observed that the 
amounts in coL 1 do not very greatly differ from those 
in col. 9, for the last ten or twelve years. To render 
the statement more clear, a column marked 2 has been 
added, in which the proportion is given which the 
amounts of the total liabilities under these heads bore 
to that in 1844. By looking down these columns we 
shall see that it has not been till within the last 
eighteen or twenty years that the average deposits of 
the Bank have exceeded, or much exceeded, its capital ; 
even at the present date the deposits are only about 
equal to twice the capital. . This is a very unusually 
strong position for any bank to occupy. The capital of 
most banks bears generally but a comparatively small 
proportion to the deposits. In Scotland the proportion 
has of late years been about one-sixth. In England a 
proportion of an eighth, or even smaller, is not unusual. 
The position of the Bank of England, therefore, in this 
respect is unusually and exceptionally strong. During 
the time under our notice a very considerable increase 
in the deposits and liabilities of the Bank has taken 
place. The liabilities, which averaged about 1 4^ mil- 
lions in 1844, averaged more than 29 milHons in 
1878, having thus doubled in the course of that time ; 
and this growth, as will be seen by a reference to the 
table, has been gradual and continued. In a similar . 
manner, though not in a like proportion, the average 
reserve has increased. The annual average of the re- 
serve, with a statement of the proportion each year 
bears to 1844, will be found in cols. 13 and 14. The 
average reserve, from being 8^ millions in 1844, has in- 
creased to 11 millions in 1878. In col. 15 is given the 
average proportion of reserve to the liabilities on 
deposits and Bank post bills. This is generally very 
considerable. It has been as high as 63 per cent, in 
1852 ; it was as low as 30 per cent, in 1866. It rose in 
the next year to 49 per cent., and has never averaged 
less than 41 per cent, since, till 1878, when the propor- 
tion was only 37 per cent. In looking down col. 15, 
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a distinct, though gradual, diminution in the proportion 
of the reserve to the liabilities becomes obvious. And 
it is not only the proportion which has diminished ; the 
character of the demands which may be made upon 
the reserve has, dining the last twenty-five years, 
undergone a great, though a gradual alteration. This 
has been caused by the great increase in the balances 
which other bankers have kept with the Bank of 
England. The returns on which this analysis is based 
contain a statement of the balances which the London 
bankers have kept with the Bank of England. We 
will now proceed to consider the amounts of these 
balances, and the proportion which they bear to the 
banking reserve. 

Col. 11 contains the annual average of the London 
bankers' balances. In these there is a very consider- 
able and progressive increase, far larger than the increase 
in the reserve itself. That there had been a great in- 
crease of late years was a matter of conjecture, but the 
particulars are not given in the weekly statements ; and 
it is only the annual return which supplies this valuable 
information. The average amount, which was less than 
1 million in 1844, had become more than 9^ millions in 
1877, the latest date to which the information can at 
present be given. By the balances of "the London 
bankers,'^ it is understood that the balances of *'the 
clearing bankers ^' are described. There are, therefore, 
doubtless other amounts than these belonging to 
bankers, and really forming a portion of the general 
reserve of bankers in the aggregate on deposit with the 
Bank. There are now many important banks located 
in the metropolis, besides the London banks properly 
so caUed. There are Scotch banks, Irish banks, colonial 
banks, foreign banks, all doing large businesses in 
London, and doubtless keeping corresponding sums of 
money in reserve. There are also large sums of money 
doubtless kept with the branches of the Bank of Eng- 
land at Manchester, at Liverpool, and elsewhere, by 
provincial banks, which often do business on a large 
scale, quite comparable with that of many London 
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banks. These sums are all, properly speaking," bankers' 
balances,^' and the amount being kept for the same pur- 
pose, should be included in the same statement. But 
we can only deal with the figures as stated in the pub- 
lished returns. The increase of the figures is pro- 
gressive, and proceeds in a far more rapid proportion 
than the increase of the reserve of the Bank of Eng- 
land itself, or of any other branch of its business. Col. 
12 contains the proportion which the balances of the 
London bankers bore during each year to their amount 
in 1844, and enables us to follow their fluctuations with 
facility. In col. 1 7 the proportion per cent, of the average 
bankers' balances to the reserve is given. From being 
only 11 per cent, of the total reserve in 1844, the propor- 
tion increased to 93 per cent, in 1866 ; and, though it 
has not always remained at that high figure, in 1877 it 
was 77 per cent. Thus, from being but a small frac- 
tion of the reserve in the early years over which the 
table extends, the amount has increased to being fully 
three-quarters of the average reserve at the present 
time. It is the practice of the London banks to keep 
their principal reserve against immediate demands 
with the Bank of England, as being the easiest and 
safest plan. And as their business has extended, so 
they have also increased the amounts on deposit with 
the Bank of England. As far as the connection between 
the two can be traced, it appears that the amounts 
of the bankers' balances (the bankers' reserves) are 
somewhat larger now in proportion to their liabilities 
than they were twenty-five years ago ; while the reserve 
of the Bank of England itself is somewhat smaller. No 
doubt a very considerable portion of the increase in the 
balances of the London bankers is due to the necessity 
of holding larger sums at the Bank of England, conse- 
quent on the improvements in the Clearing House sys- 
tem, and the admission of the principal London joint 
stock banks to that establishment, arranged in the years 
1853 and 1854. The efiect of those alterations may be 
traced in the diminution of the metropolitan note circu- 
lation of the Bank of England. The circulation, as 



16 Bankers' Balances. 



distinguished between that issued in London and the 
provinces, is given in cols. 27 and 29 of this table. A 
distinct diminution in the metropolitan circulation is 
observable at the date just named. And from that date 
also the proportion borne by the balances of the London 
bankers to the reserve of the Bank of England, which 
had not ever previously exceeded 20 per cent, of that 
reserve, rises, till, as previously mentioned, in recent 
years it became usually about three-quarters of the re- 
serve. 

The enormous amounts which pass through the Clear- 
ing House, especially on Stock Exchange "settling 
days," when totals of 30 millions, 40 millions, and occa- 
sionally larger sums still are cleared, leave very large 
balances to be adjusted through the ** clearing bankers'" 
account with the Bank of England. Due preparation 
has to be made to meet these balances, and very large 
amounts are required on these occasions. 

What is paid away by one bank, however, in this 
manner is received by another. The " money'' remains 
equally with the Bank of England, whether it stands 
to the credit of one bank or of another bank. Taking 
the amounts held on deposit by the bankers in London 
into consideration, and the demands which may be made 
on them on that account, it would appear that the 
balances which they keep with the Bank of England 
rather represent what should, with strictest accuracy, be 
called their " Till Money" than their '' Keserve." " Till 
Money," as every one concerned in business knows, is 
the amount which every banker is bound to keep close 
at hand ready to meet the calls of the moment. It is 
indispensable to the proper conduct of a business, but it 
cannot be looked on as a " Reserve." A reserve, though 
equally needed to meet immediate calls, must be on a 
far larger scale than the mere amount of cash neces- 
sarily held in this manner. And taking into considera- 
tion, as just mentioned, the vast amounts of deposits 
wdth the bankers in London, and the demands which 
may be made on them at any time, the balances they 
keep with the Bank of England must be considered 
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rather as the cash they need for Immediate require- 
ments, transferred for convenience sake to the custody 
of the Bank of England, than a really available banking 
reserve. 

The growth and development of the London bankers' 
balances will be more clearly shown if we divide the 
period from 1846 to 1877, into four groups of eight 
years each. The averages are then as follows : — 



i 


Proportion 
per Cent, of Reserve 
to LiabiUties. 


Proportion i>er 

Cent, of 

Bankers' Balances to 

Reserve. 


Ayerages of the years 1846-53 

1854-61 

„ „ 1862-69 

1870-77 


52 

43 J/f 

424 
45 ▼ 


• 21 
45 1 

70 



In the earliest group, the proportion of the reserve 
was more than half the Habilities. This proportion, it 
will be seen on the whole, declines, while the proportion 
which the balances of the London bankers bear to the 
banking reserve itself, steadily increases. As the ba- 
lances of the London bankers kept with the Bank of 
England are included among the total deposits of the 
Bank, it becomes clear how very considerable a part of 
the increase of those deposits is due to this source. The 
general effect may be traced by comparing the amounts 
in col. 9 with those in col. 11. It might be thought that 
these deposits are exactly those which are the most 
certain to diminish in times of pressure, but, on the 
contrary, they are certam to rise at such a time. Thus 
they greatly increased during the panics of 1857 and 
1866. Between the 4th and the 25th of November, 
1857, the bankers^ balances increased 2 miUions; from 
£3,400,000 on the 4th November, to £5,400,000 on the 
25th November. In 1866, the action of the bankers 
was more rapid. On the 9th May, 1866, their ba- 
lances were £5,000,000 ; by the 16th they had increased 
nearly 3 millions, the figures being £7,900,000. Beyond 
doubt, a great portion of these sums had been derived 
&om the Bank of England itself, as the temporary ad- 
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varices during that time increased nearly 5 millions, and 
the amomit of bills discounted also increased to about 
the same extent. The reserve of the Bank of England 
had diminished during the same time, from the 9th to 
the 16th May, more than 4 millions, from £4,900,000 
on the earlier date, to £700,000 on the later. A great 
portion of that amount had undoubtedly been drawn 
by the London bankers. The immediate response to 
the call of necessity speaks very well for the manner in 
which the reserves of money at short dates were placed, 
for the prudence with which the banking business of 
the country generally was carried on, and also for the 
liberality shown by the Bank at a period of great na- 
tional peril. 

A more recent instance of the manner in which the 
balances of the London bankers become augmented in 
any time of anxiety was shown in the year 1875. On 
May 31st in that year the failure of Messrs. Sanderson 
and Co., the Discount Brokers, of Lombard Street, was 
announced simultaneously with that of the Aberdare 
and Plymouth Iron Companies, some anxiety having 
existed for a short time previous ; and on June 15th 
the bankruptcy of Messrs. A. Collie and Co. took place, 
accompanied with the downfall of a host of minor traders 
who were involved in their ruin. 

The influence of these events on the balances of the 
London bankers was very remarkable. The particulars 
are as follows : — 

Balances of London Baneebs with Bank or England. 

1876. £ 

May 5 7,072,000 

12 8,346,000 

19 7,274,000 

26 10,017,000 

Jnne 2 , 11,857,000 

9 10,497,000 

16 9,902,000 

23 12,399,000 

A very great rise also took place in the " other ** 
deposits of the Bank of England in October, 1878. 
On the 2nd of that month the stoppage of the City of 
Glasgow Bank was announced. The movement in the 
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" other " deposits of the Bank, consequent on this event, 
was as follows : — 

Other Deposits of the Bank ov Enqland. 

1878. £ 

September 25 20,087,459 

October 2 21,938,506 

9 25,967,071 

16 27,321,438 

23 27,859,388 

A large portion of this increase was attributed at the 
time to the bankers' accounts. Certain information at 
the moment would have been very valuable, as tending 
to allay needless alarm. Suitable precautions against 
danger sometimes prevent that danger jfrom taking 
place, and on such occasions it is very desirable that 
the extent of the precautions taken should be known. 

A table follows this chapter, giving the averages of the 
liabilities in the Banking Department and the reserve 
of the Bank of England, month by month, for the years 
1844-1878. On an average, it will be seen that the 
liabilities have been during that period at their lowest 
point in the month of November, and that the propor- 
tion of the reserve to the liabilities has been at the 
lowest point during the months of October and Decem- 
ber. The proportions of the monthly fluctuations 
during each year are also interesting. They retrace to 
a great extent the financial history of each year. 
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TABLE II. — Monthly Ayebaqeb op Liabilities and Besebte op Bank 
OP England pbom 1845 to 1878, Showing the Pbopobtion op 
Bebebye to Liabilities. 



1845. 





Liabilities, 
Average of 

Year, 
^16,367,500. 


Average 

Liabilities of 

Year 

= 100. 


Beserve, 
Average of 

Year, 
^8,516,583. 


Average 

Beserve of 

Year 

= 100. 


Proportion 

of Beserve 

to Iiiabilities, 

52 per Cent. 


January 

February 

Marcb. 


£ 
13,989,000 
14,734,000 
17,769,000 
16,526,000 
15,574,000 
17,890,000 
15,984,000 
15,297,000 
16,957,000 
16.523,000 
16,397,000 
18,770,000 


85 

90 

109 

101 

95 

109 

98 

93 

" 103 

101 

100 

115 


£ 
8,400,000 
8,991,000 

10,219,000 
8,958,000 
9,294,000 

10,352,000 
8,814,000 
8,323,000 . 
8,795,000 
6,767,000 
6,182,000 
7,104,000 


99 

106 

120 

105 

109 

122 

103 

98 

103 

79 

73 

83 


60 
61 
57 


ADril 


54 


Mav 


60 


June 


58 


July 


55 


AuQTUSt 
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September ... 

October 

November . . . 
December . . . 


52 
41 
38 
88 
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Liabilities, 
Average of 

Year, 
^20,262,416. 


Average 

Liabilities of 

Year 

= 100. 


Beserve, 
Average of 

Year, 
^8,539,416. 


Average 

Beserve of 

Year 

= 100. 


Proportion 

of Beserve 

to Liabilities, 

42 per Cent. 


January 

February 

March 


£ 
18,927,000 
25,184,000 
25,274,000 
22,644,000 
21,201,000 
23,146,000 
20,229,000 
17,894,000 
17,721,000 
16,480,000 
16,168,000 
18,281,000 


93 

124 
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88 

87 

81 

80 
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£ 
6,243,000 
7,390,000 
8,462,000 
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9,906,000 
9,229,000 
9,619,000 
10,201,000 
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9,389,000 
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87 

99 
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94 
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110 
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46 
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Liabilities, 
Average of 

Year, 
^15,973,250. 


Average 

Liabilities of 

Year 

= 100. 


Beserve, 
Average of 

Year, 
^5,291,583. 


Average 

Beserve of 

Year 

= 100. 
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of Beserve 
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MflT'^b ^ , . , 


£ 
16,566,000 
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16,972,000 
15,062,000 
14,072,000 
17,774,000 
15,052,000 
14,654,000 
16,455,000 
16,011,000 
15,683,000 
17,792,000 
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97 
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94 
88 
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94 
91 
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98 
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6,673,000 
6,067,000 
3,581,000 
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6,263,000 
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4,869,000 
2,780,000 
8,956,000 
7,500,000 


140 

126 

114 

68 

87 

118 

95 

91 

92 

53 

75 

142 


45 
43 
36 


April 


24 


May 


32 


June 


35 


July 


33 


Au&rust 


33 


^^**0 i-ww... ...... 

September ... 

October 

November ... 
December ... 


30 
17 
25 
42 



Liabilittes and Reserve of Bank of England. 



Liabilities, 
AvBraga ot 

Year, 
^15,963,333. 



Liabilities of 
Tear 



Reserve, 

Averse at 

Hear, 



Beierre of 
Tear 



Juraary ... 
Febnuuy .. 

April...!!!!!! 

May 

July !!!!!!!! 

August 

September 
October .... 
NoTember.. 
Dacember . 



,693,000 
16,378,000 
17,303,000 
16,098.000 
14,433,000 
15,914,000 



15,61 



t,000 



14,297,000 
15.731,000 
15,393,000 
15.8*2,000 
17,950,000 



10,400,000 
9,557,000 
9,086,000 

10,010.000 







1849. 








Liabilities, 
Average o£ 

J17,2U,583. 


Tear 
- 100. 


Eeserve, 
^10,694^50. 


Average 

Reserve of 

Tear 

- 100. 


of ^s«C 
62 per Cent. 


January 

Februttcy 


£ 

17.066,000 
16,808,000 
17330,000 
16.574,000 
16,893,000 
17,317.000 
15,890.000 
15,954/)00 
17,809,000 
17,197,000 
17.846.000 
20,155,000 


99 
9? 
103 
96 
92 
100 
92 
93 
103 
102 
104 
117 


B 

10,807/)00 
10,886,000 
11,346,000 
9,749,000 
9.495.000 
10,818,000 
9.546,000 
9.753^)00 
11.013,000 
10.472,000 
11,650,000 
12.888,000 


101 
lOZ 
106 
91 
89 
101 
89 
91 
103 
98 
108 
ISO 


63 
65 
64 




59 


Kuy "■"!!!!!!! 


60 




63 




60 




61 


Oofcober 

November 

December .... 


62 
60 
65 
64 



January ... 
February ... 

May .".'!!!!!!! 
July !!!!!!!!! 

August 

September., 

0(*jber 

Koveujber... 
December •. 



Liabilities, 

Year. 
jei8,823,083. 

£ 
18,710.000 
17,920,000 
19.698.000 
17,733,000 
17,367,000 
19,185,000 
17,911,000 
17,948,000 
20.113.000 



Average 

Liabilities of 

Tear 



18,81 



t,000 



Beierve, 
Average of 

Tear, 
.^11,219,750. 



Beeerve ol 
Tear 
" 100. 



13,195,000 
10,729.000 
10.988,0( 



11,600,000 
10,504,000 
11,0*5,000 
11.007 WO 



Proportion 
of Reserve 
to LUbililies, 
60 per Cent. 
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TABLE II. Ooniinueci — Montult Atibaoeb or liLASiUTiu i 

B.BBBBTE *F £lHE OF ESOtASD. 







lasi 








LUbiUties, 

Yfar " 
J17,B38,583. 


Arerage 

LUlrilitieB of 

Year 


EeiflrYfl, 


Averse 

Eeierre rf 

Year 

- 100. 


Proporlion 
of Keeena 
to LiflbilitiM 
51 per Cent. 


Janoary 

Febrnary 


e 

18,864.000 
17,561,000 
18,671.000 
16.534,000 
16.181,000 
18,167.000 
16.007,000 
16,341,000 
18,438,000 
18.a51.000 
17.411.000 
19,357.000 


107 
99 

lOG 
94 
92 

103 
91 
93 

lOi 

103 
99 

110 


0,017,000 
9,876.000 
9.498,000 
7,850,000 
8,093,000 
9,0a(t,000 
7,755.000 
8,105,000 
9,450,000 
8,981.000 
9,929,000 
12,357,000 


99 

102 
104 
SB 

99 

85 

104 
99 
109 
135 


49 
53 
51 
i7 
BO 
60 
48 
60 
Bl 
49 
57 
63 










iZurt"": 


Ootcber 

Horember ... 
December .- 







1S52. 








Liabilitieg. 

Year, 
.£20,149,000. 


LiabiUtieTot 
Year 
-100. 


Eeaerre, 

■*'y^, "' 

*12,7e4,500. 


AveragB 

Eeaerre of 
Year 
= 100. 


PrDportion 

of fcrerra 
boLubilitiea, 
63 per Cent. 


February 


1S,197,000 
19,112,000 
20,598.000 
19,338,000 
19,403.000 


95 
103 
95 
96 
104 

too 

93 
lOS 
101 
100 
111 


£ 

11.401.000 
12324,000 
13,510,000 
12.135,000 
12,691,000 
13,938,000 
12323,000 
12,953,000 
13,765.000 
12.443,000 
12,318,000 
12,873,000 


89 
97 
106 
95 
99 
109 
100 
101 
108 
97 
96 
101 


61 

65 
66 
63 






66 
64 
66 
65 
61 
61 
68 




20,118,000 
19,716,000 
21,151,000 
20,357.000 
20,204,000 
22,334.000 




October 

NoTember ... 
December ... 







IS53. 








Liabilities, 
Average of 

Tear, 
.£19,543,166. 


Liablli^of 
Year 
= 100. 


Reserve, 
i8,907,750. 


Average 

EeBBrve of 

Tear 

= 100. 


of ^Lirve 
to LUbiliUei, 
46 per Cent. 


January 

February 

March 


21,047,000 
30,066,000 
24,059,000 
19,771,000 
18,579,000 
19,079,000 
17,683,000 
16,998,000 
18,051.000 
18.375,000 
18,602,000 
22,208.000 


JOS 
103 
123 
101 
95 
97 
90 
87 
92 
94 
95 
114 


£ 

10,271,000 
10,135,000 
11,238,000 
9,725,000 
9,146,000 
9,550.000 
8,577,000 
8,119,000 
7,806,000 
6,090,000 
7.676,000 
8,561^500 


115 

lis 

126 
109 
102 
107 
96 
91 

68 
86 
96 


49 
50 
47 
49 


afay ...:;:::::: 


June..: 


SO 






48 
43 
33 
41 

38 


September .. 

October 

November ,.. 
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TABLE II. Continued — ^Monthly Ayesaqes ov Liabilitixb and 

Bebebyb ov Bank of England. 



1854. 



January .. 
February.. 

March 

April 

May 

June 

July 

August 

September 
October .. 
November 
December 



Liabilities, 
Ayerage of 

Year, 
^15,740,833. 



Ayerage 

Liabilities of 

Year 

= 100. 



18,954,000 
15,673,000 
15,686,000 
15,903,000 
14,082,000 
14,729,000 
16,265,000 
14,639,000 
15,857,000 
15,066,000 
15,144,000 
16,892,000 



120 
99 
99 

101 
89 
93 

103 
93 

100 
95 
96 

107 



Beserye, 
Ayerage of 

Year, 
^7,290,333. 



£ 

8,077,000 
8,237,000 
8,040,000 
5,445,000 
5,548,000 
7,072,000 
7,341,000 
7,390,000 
7,588,000 
6,629,000 
7,459,000 
8,658,000 



Ayerage 

Beserye of 

Year 

= 100. 



Proportion 

of Beserye 

to Liabilities, 

46 per Cent. 



Ill 

113 

110 

75 

76 

97 

101 

101 

104 

91 

102 

119 



43 
53 
51 
34 
39 
48 
45 
51 
48 
44 
49 
51 



1855. 



January ..... 

February 

March 

April 

May 

June 

July 

August 

September . 
October .... 
November ... 
December ... 



Liabilities, 
Ayerage of 

Year, 
•ei7,698;583. 



£ 
15,120,000 
15,727,000 
17,052,000 
18,306,000 
17,192,000 
20,063,000 
18,708,000 
18,813,000 
20,023,000 
17,193,000 
16,253,000 
17,933,000 



Ayerage 

Liabilities of 

Year 

= 100. 



85 

89 

96 

103 

97 

113 

105 

106 

113 

97 

92 

101 



Beserye, 
Ayerage of 

Year, 
^8,366,583. 



£ 

6,774,000 

7,480,000 

9,109,000 

8,954,000 

10,512,000 

12,273,000 

10,193,000 

9,662,000 

7,904,000 

5,204,000 

5,650,000 

6,684,000 



Average 

Beserye of 

Year 

= 100. 



Proportion 

of Beserye 

to Liabilities, 

47 per Cent. 



81 

89 

109 

107 

125 

147 

122 

115 

95 

62 

67 

80 



45 
48 
53 
49 
61 
61 
54 
51 
39 
30 
35 
37 



1856. 



January .. 
February., 

March 

April 

May 

June 

July 

Aug^ust 

September 
October . . 
November 
December 



Liabilities, 
Average of 

YeaiT 
^16,864,500. 



Average 

Liabilities of 

Year 

= 100. 



£ 

18,149,000 
18,613,000 
18,807,000 
16,624,000 
15,415,000 
15,432,000 
15,893,000 
15,704,000 
18,046,000 
17,135,000 
15,607,000 
16,949,000 



108 

110 

111 

99 

91 

92 

94 

93 

107 

102 

92 

100 



Beserve, 
Ayerage of 

Year, 
^5,772,083. 



6,667,000 
6,284,000 
6,290,000 
4,565,000 
5,023,000 
7,372,000 
6,378,000 
6,770,000 
6,594,000 
3,781,000 
4,352,000 
6,189,000 



Average 

Beserve of 

Year 

= 100. 



98 

109 

109 

79 

87 

127 

110 

117 

114 

65 

75 

107 



Proportion 

of Beserve 

to Liabilities, 

34 per Cent. 



31 
34 
33 
^ 
33 
48 
40 
43 
36 
22 
28 
36 



Liabilities and Reierve of Bank of England. 





LiBllilitifiH, 


ATprega 


Eeaerre, 






















Ybit 




Tear 










^5,3*7,750. 


- 100. 


30 par Cant 


Jftnnn.ry 


e 
16,167.000 


90 


6,327,000 


100 


83 


February 


17.802,000 


100 


6,001,000 


112 


84 




19.35(1,000 


108 


5.95'^,000 


111 






16,915.000 




4,164,000 


78 


25 
31 
37 

40 


S :::::::::; 




j™....::::. 


17,782,000 




6,537,000 
6,3R4,000 
6,314,000 


122 












118 


September ... 


17,784,000 


100 




October 


17,481.000 




4,118.000 


77 


S3 


SoTember . , . 


19.639,000 




2,030,000 


3S 




December ... 


32.(301,000 


r'7 


F..Gin,000 


lOS 


95 



Jauuaiy 
February 

May '.'. 

July :: 
August. 

September 



21,30S,O00 
20,714,000 
19,536,000 
20,765,000 
19,940,000 
19,482,000 
20,892,000 
20,618,000 



13,004,000 
12,655,000 
12,147,000 
13,648,000 
11,086,000 
11,345,000 
12,920,000 
12,722,000 
12,247,000 
13,460,000 



LiabilitieB, 

Aversge of 

Tear, 



of Beeerra 



January . 

February. 

Apra... '.'.'.,. 
May 

July !::;!!!! 

August...., 
September 
October ., 
November 
December 



22,654,000 
22,793,000 
33,245,000 
31,973,000 
22,969,000 
33,920,000 
21.852,000 
21,200,000 
22,562.000 
21,922,000 
21,925,000 
23,356.000 



6,146,000 
0,700,000 
7,814,000 
7,488,000 
6,982,000 
7,323,000 
6,241,000 
7,333,000 
8,412,000 
7,776,000 
8,710,000 
10,413.000 
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TABLE II. Continued — Monthly Ayebages of Liabilities and 

Besebve of Bank of England. 



1860, 





Liabilities, 
Average of 

Year, 
^20,893,333. 


January 

February 

Mftrcb ......... 


£ 
21,658,000 
21,604,000 
23,385,000 


April 


22,278,000 


TVTa.Y 


20,762,000 


June 


21,474,000 


July 


20,477,000 


'^ ' v^ 

Ausrust 


19,948,000 


■*■ i^Qi.wv 

September ... 

October 

November ... 
December ... 


20,845,000 
19,167,000 
19,536,000 
19,586,000 



Average 

Liabilities of 

Tear 

= 100. 



Eeeerve, 
Average of 

Year, 
.£8,451,083. 



104 

103 

112 

107 

99 

103 

98 

96 

100 

92 

98 

94 



£ 
8,673,000 
8,452,000 
9,142,000 
6,991,000 
8,304,000 
9,771,000 
8,597,000 
8,514,000 
9,756,000 
7,755,000 
7,541,000 
7,917,000 



Average 

Reserve of 

Year 

= 100. 



103 

100 

108 

83 

98 

116 

102 

101 

115 

92 

89 

94 



Proportion 

of Beserve 

to Liabilities, 

40 per Cent. 



40 
39 
39 
32 
40 
45 
42 
43 
47 
41 
38 
40 



1861. 





Liabilities, 
Average of 

Year, 
^818,481,383. 


Average 

Liabilities of 

Year 

= 100. 


Reserve, 
Average of 

Year, 
^7,611,333. 


Average 

Beserve of 

Year. 

= 100. 


Proportion 

of Eeserve 

to Liabilities, 

41 per Cent. 


January 

February 

Mfl.rcb 


£ 
18,488,000 
17,614,000 
19,481,000 
18,784,000 
18,595,000 
19,352,000 
17,607,000 
16,978,000 
17,948,000 
18,655,000 
18,367,000 
19,907,000 


100 

95 

105 

102 

101 

105 

95 

92 

97 

101 

99 

108 


£ 
6,146,000 
6,700,000 
7,814,000 
7,488,000 
6,982,000 
7,323,000 
6,241,000 
7,332,000 
8,412,000 
7,775,000 
8,710,000 
10,413,000 


81 

88 

103 

98 

92 

96 

82 

96 

111 

102 

114 

137 


• 

33 

38 
40 


ADril 


40 


1 * 

Mav 


38 


"•"'"J 

June 


38 


July 


35 


■^ ' J 

Au&rust 


43 


September ... 

October 

November ... 
December ... 


47 
42 
47 
52 



1862. 



January .. 
February . 

March 

April 

May 

June 

Jnly 

August 

September 
October . . 
November 
December 



Liabilities, 
Average of 

Y^eai* 
^822,414,175. 



21,271,000 
21,075,000 
21,817,000 
22,229,000 
22,034,000 
22,653,000 
23,453,000 
22,554,000 
23,610,000 
22,692,000 
22,216,000 
23,366,000 



Average 

Liabilities of 

Year 

= 100. 



Reserve, 
Average of 

Yeai* 
^10,194,416. 



95 

94 

97 

99 

98 

101 

105 

101 

105 

101 

99 

104 



10,308,000 

10,201,000 

10,762,000 

10,461,000 

10,472,000 

9,423,000 

10,106,000 

10,428,000 

11,179,000 

9,473,000 

9,463,000 

10,057,000 



Average 

Reserve of 

Year 

= 100. 



101 

100 

105 

103 

103 

92 

99 

102 

109 

93 

93 

98 



Proportion 

of Reserve 

to Liabilities, 

45 per Cent. 



48 
48 
49 
47 
47 
42 
43 
46 
47 
42 
43 
43 
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TABLE II. Contiwued — MoirrHLT AysBAaES of Liabilitixs and 

BxBEBTx OF Bank of England. 

1863, 



January 

February 

March 

April 

May 

June 

July 

August 

September ... 

October 

November ... 
December ... 



Liabilities. 
Average oi 

Year, 
^21,946,666. 



£ 
22,712,000 
21,065,000 
22,785,000 
22,070,000 
21,651,000 
24,071,000 
23,090,000 
20,021,000 
21,540,000 
21,384,000 
20,169,000 
22,802,000 



Average 

Liabilities of 

Year 

=» 100. 



103 

96 

104 

101 

99 

109 

105 

91 

98 

97 

92 

104 



Beserve, 
Average of 

Year, 
je8,536,333. 



£ 
8,483,000 
9,311,000 
9,758,000 
9,175,000 
8,738,000 
9,088,000 
8,095,000 
8,406,000 
9,019,000 
7,316,000 
6,895,000 
8,152,000 



Average 

Beserve of 

Year 

= 100. 



99 

109 

114 

108 

102 

106 

95 

98 

106 

86 

81 

96 



Proportion 

of Beserve 

to Liabilities, 

39 per Cent. 



37 
44 
43 
41 
40 
38 
35 
42 
42 
34 
34 
36 



1864, 



January .. 
February.. 

March 

April 

May 

June 

July 

August 

September 
October .. 
November 
December 



Liabilities, 
Average of 

Year, 
.£20,600,750. 



£ 
21,366,000 
20,869,000 
22,453,000 
20,776,000 
20,717,000 
22,113,000 
20,377,000 
19,650,000 
19,872,000 
19,028,000 
19,669,000 
20,419,000 



Average 

Liabilities of 

Year 

== 100. 



104 

101 

109 

101 

100 

107 

99 

95 

96 

92 

95 

99 



Beserve, 
Average of 

Year, 
^7,478,583. 



£ 
7,476,000 
8,059,000 
8,668,000 
6,562,000 
6,765,000 
8,403,000 
6,528,000 
5,944,000 
7,241,000 
6,497,000 
8,233,000 
9,367,000 



Average 

Beserve of 

Year 

« 100. 



Proportion 

of Beserve 

to Liabilities, 

37 per Cent. 



100 

108 

116 

88 

91 

113 

87 

79 

97 

87 

110 

126 



35 
39 
39 
31 
33 
38 
32 
30 
36 
34 
42 
46 



1865, 



January 

February 

March 

April 

May 

June 

July 

August 

September ... 

October 

November ... 
December ... 



Liabilities, 
Average of 

Year, 
.£21,200,250. 



£ 
20,808,000 
20,813,000 
22,844,000 
21,873,000 
21,918,000 
23,085,000 
21,567,000 
20,749,000 
21,007,000 
19,690,000 
18,747,000 
21,402,000 



Average 

Liabilities of 

Year 

== 100. 



98 

98 

108 

103 

103 

109 

102 

98 

99 

92 

88 

101 



Beserve, 
Average of 

Year 
^8,089,750. 



£ 
8,315,000 
9,080,000 
9,885,000 
8.578,000 
8,607,000 
9,871,000 
7,693,000 
6,961,000 
7,335,000 
5,338,000 
7,355,000 
8,058,000 



Average 

Beserve of 

Year 

= 100. 



103 

112 

122 

106 

107 

122 

95 

86 

91 

66 

91 

100 



Proportion 
of Beserve 
to Liabilities, 
38 per Cent. 



40 
44 
43 
39 
39 
39 
43 
36 
33 
35 
27 
38 
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TABLE II. Oontinued — Monthly AysBAaES of Lulbilitixb and 

Besbbtb of Bank of England. 



1866, 



Janimry 

February 

March 

April 

May 

June 

July 

August 

September .. 

October 

Noyember .. 
December .. 



liabilities. 
Average of 

Year, 
^22,603,250. 



£ 
19,420,000 
17,865,000 
20,098,000 
19,392,000 
23,266,000 
28,425,000 
24,199,000 
22,257,000 
23,277,000 
23,240,000 
23,343,000 
26,457,000 



Average 

Liabilities of 

Year 

= 100. 



86 

79 

89 

86 

103 

126 

107 

98 

103 

103 

103 

117 



Beserve, 
Average of 

Year 
^6,745,000. 



£ 
6,381,000 
7,583,000 
8,420,000 
6,847,000 
2,979,000 
4,076,000 
3,636,000 
4,798,000 
7,765,000 
7,531,000 
9,421,000 
11,503,000 



Average 

Beserve of 

Year 

« 100. 



Proportion 

of Beserve 

to Liabilities, 

30 per Cent. 



95 

113 

125 

102 

44 

60 

64 

71 

115 

112 

140 

171 



33 
43 
42 
35 
13 
14 
15 
21 
33 
32 
40 
43 



1867, 





Liabilities, 
Average of 

Year, 
.£26,106,750. 


Average 

LiabiUties of 

Year 

« 100. 


Beserve, 
Average of 

Year, 
^812,906,333. 


Average 

Beserve of 

Year 

- 100. 


Proportion 

of Beserve 

to Liabilities, 

49 per Cent. 


January 

February 

March 


£ 
26,791,000 
24,964,000 
25,985,000 
25,306,000 
25,803,000 
27,900,000 
26,695,000 
26,186,000 
27,553,000 
25,737,000 
24,706,000 
25,655,000 


102 

96 

99 

97 

99 

107 

102 

100 

106 

99 

95 

98 


£ 
11,057,000 
11,394,000 
12,246,000 
11,128,000 
11,475,000 
13,675,000 
13,526,000 
14,443,000 
15,617,000 
13,706,000 
13,165,000 
13,444,000 


86 

88 

95 

86 

89 

106 

105 

112 

121 

106 

102 

104 


41 
46 
47 


ADril 


44 


Ma y 


44 


June 


49 


July 


51 


" "^j 

Au&rust 


55 


** *«^ .-.►#«......... 

September ... 

October 

November ... 
December ... 


57 
53 
63 
52 



1868, 





Liabilities, 
Average of 

Year, 
^25,619,250. 


Average 

Liabilities of 

Year 

= 100. 


Beserve, 
Average of 

Year, 
^811,903,166. 


Average 

Beserve of 

Year 

= 100. 


Proportion 

of Beserve 

to Liabilities, 

46 per Cent. 


January 

Febnmry 

March 


£ 
27,285,000 
25,217,000 
26,049,000 
25,635,000 
26,620,000 
28,026,000 
26,843,000 
23,844,000 
24,140,000 
24,523,000 
24,158,000 
25,091,000 


106 

98 

102 

100 

104 

109 

105 

93 

94 

96 

94 

98 


£ 
13,116,000 
13,057,000 
12,976,000 
11,493,000 
11,684,000 
13,683,000 
12,669,000 
11,495,000 
11,906,000 
10,707,000 
10,067,000 
9,985,000 


no 
no 

109 
96 
98 

115 

106 
96 

100 
90 
85 
84 


48 
52 
50 


Anril 


45 


1"^ 

May 


44 


June 


49 


July 


47 


Ausrust 


48 


September ... 

October 

November ... 
December ... 


49 
44 
42 
40 
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TABLE II. Continued — ^Monthly Ayebages op LiABiiiiriES and 

Besebte of Bank of England. 



1869, 



January . , 
February . 

March 

April 

May 

June 

July 

August 

September 
October .. 
November 
December 



Liabilities, 
Average of 

Year 
^823,713,500. 



25,247,000 
22,883,000 
24,981,000 
23,112,000 
23,038,000 
25,277,000 
24,832,000 
22,514,000 
22,989,000 
22,723,000 
22,216,000 
24,750,000 



Average 

Liabilities of 

Year 

= 100. 



106 
96 

105 
97 
97 

106 

105 
95 
97 
96 
94 

104 



Eeserve, 
Average of 

Year, 
^10,320,175. 



£ 

9,753,000 

10,139,000 

9,754,000 

8,328,000 

8,331,000 

10,993,000 

11,205,000 

12,043,000 

12,001,000 

10,061,000 

10,059,000 

11,175,000 



Average 

Beserve of 

Year 

= 100. 



94 

98 

94 

81 

81 

107 

109 

117 

116 

98 

98 

108 



Proportion 
of Beserve to 

Liabilities, 
43 per Cent. 



39 
44 
39 
36 
36 
4S 
45 
53 
52 
44 
45 
45 



1870, 



January 

February 

Marcb 

April 

May 

June 

July 

August 

September ... 

October 

November ... 
December ... 



Liabilities, 
Average of 

Year 
^26,358,416. 



26,565,000 
26,955,000 
28,282,000 
25,415,000 
25,528,000 
28,664,000 
26,741,000 
26,693,000 
25,956,000 
24,444,000 
24,775,000 
26,283,000 



Average 

Liabilities of 

Year 

= 100. 



101 

102 

107 

96 

97 

109 

102 

101 

98 

93 

94 

100 



Beserve, 
Average of 

Year, 
^812,435,333. 



10,772,000 
11,974,000 
12,942,000 
11,666,000 
11,672,000 
13,258,000 
11,473,000 
10,981,000 
13,449,000 
13,019,000 
13,286,000 
14,732,000 



Average 

Beserve of 

Year 

= 100. 



86 

96 

104 

94 

94 

107 

92 

88 

108 

105 

107 

118 



Proportion 
of Beserve to 

Liabilities, 
47 per Cent. 



40 
44 
46 
46 
46 
46 
43 
41 
52 
53 
54 
56 



1871. 





Liabilities, 
Average of 

Year, 
^29,022,583. 


Average 

Liabilities of 

Year 

= 100. 


Beserve, 
Average of 

Year, 
^814,162,916. 


Average 

Beserve of 

Year 

= 100. 


Proportion 
of Beserve to 

Liabilities, 
49 per Cent. 


January 

Febnmry 


£ 
26,468,000 
26,725,000 
31,872,000 
29,807,000 
28,199,000 
30,167,000 
33,138,000 
28,404,000 
27,714,000 
27,859,000 
28,789,000 
29,129,000 


91 

92 

110 

103 

97 

104 

114 

98 

95 

96 

99 

100 


£ 
13,242,000 
13,464,000 
13,764,000 
13,291,000 
14,691,000 
17,175,000 
16,876,000 
15,186,000 
13,485,000 
9,529,000 
13,802,000 
15,450,000 


94 

95 

97 

94 

104 

121 

119 

107 

95 

67 

97 

109 


60 
50 
43 


April 


45 


May 


62 


June 


67 


July 


51 


" J 

August 


53 


September ... 

October 

November ... 
December ... 


49 
84 
48 
53 
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TABLE II. Continued — Monthly Atbbaoes of Liabilities and 

Besebye of Bank of England. 



1872, 





Tiiabilities, 
Average of 

Tear, 
.£29,268,750. 


Average 

Liabilities of 

Year 

= 100. 


Beserve, 
Average of 

Year, 
^812,122,416. 


Average 

Beserve of 

Year 

== 100. 


Proportion 
of Beserve to 

Liabilities, 
41 per Cent. 


January 

February 

MflrTcb 


£ 
30,031,000 
30,014,000 
82,688,000 
31,042,000 
28,956,000 
29,655,000 
29,465,000 
28,911,000 
29,084,000 
26,428,000 
27,243,000 
27,708,000 


103 

103 

111 

106 

99 

101 

101 

99 

99 

90 

93 

95 


£ 
14,482,000 
14,237,000 
13,656,000 
10,977,000 
10,302,000. 
13,405,000 
11,845,000 
12,139,000 
11,411,000 
8,648,000 
10,754,000 
13,613,000 


119 

117 

113 

90 

85 

111 

98 

100 

94 

71 

88 

112 


48 
47 
42 


ADril 


35 


X 

Mav 


36 


""J 

June 


45 


July 


40 


Au&rust 


42 


September ... 

October 

November ... 
December ... 


39 
33 
39 
49 



1873. 





Liabilities, 
Average of 

Tear, 
je28,986,583. 


Average 

Liabilities of 

Tear 

= 100. 


Beserve, 
Average of 

Year, 
^12,051,000. 


Average 

Beserve of 

Year 

= 100. 


Proportion 
of Beserve to 

Liabilities, 
42 per Cent. 


January 

February 

March ,.,....., 


£ 
28,627,000 
32,158,000 
34,985,000 
33,900,000 
30,951,000 
30,314,000 
26,275,000 
25,010,000 
29,345,000 
25,746,000 
23,914,000 
26,474,000 


98 

111 

121 

117 

107 

105 

91 

86 

101 

89 

83 

91 


£ 
13,792,000 
15,340,000 
14,913,000 
11,141,000 
10,497,000 
11,200,000 
11,566,000 
13,005,000 
13,131,000 
8,560,000 
9,534,000 
11,933,000 


115 

129 

124 

93 

87 

93 

96 

108 

109 

71 

79 

99 


48 
48 
43 


April 


33 


May 


34 


June 


37 


July 


44 


" "-'J 

Ausrust 


52 


■»*■**&»**»*' •••• 

September ... 

Od»ber 

November ... 

December ... 


45 
33 
40 
45 



1874, 





Liabilities, 
Average of 

Year, 
.£25,493,500. 


Average 

Liabilities of 

Year 

= 100. 


Beserve, 
Average of 

Year, 
^811,035,500. 


Average 

Beserve of 

Year 

= 100. 


Proportion 
of Beserve to 

Liabilities, 
43 per Cent. 


January 

February 

Mfl.rp.h 


£ 
26,352,000 
25,870,000 
27,417,000 
28,167,000 
26,189,000 
26,423,000 
25,295,000 
23,355,000 
24,352,000 
26,176,000 
22,928,000 
23,398,000 


103 

101 

108 

110 

103 

104 

99 

92 

95 

103 

90 

92 


£ 

12,329,000 

12,355,000 

12,826,000 

10,627,000 

10,391,000 

12,276,000 

10,978,000 

10,672,000 

11,488,000 

9,790,000 

8,994,000 

9,700,000 


112 

112 

116 

96 

94 

111 

99 

97 

104 

89 

82 

88 


47 
48 
47 


April 


38 


Ma.y ..,.,,,,,,,, 


40 


June 


46 


July 


43 


^ "-'J 

AufiTUSt 


46 


September ... 

October 

November ... 
December ... 


47 
37 
39 
41 
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TABLE II. Continued — Monthly Atebagss of Liabilitibs and 

Bebebtx of Bank of England. 



1875. 





liabilities. 
Average of 

Year, 
^626,749,985. 


Average 

Liabilities of 

Tear 

« 100. 


Beserve, 
Average of 

Year, 
^11,596,525. 


Average 

Beserve of 

Tear 

«100. 


Proportion 

of Beserve 

to Liabilities, 

43 per Ceni 


January 

February 

March 


£ 
24,988,000 
23,757,000 
26,232,000 
24,541,000 
23,752,000 
28,101,000 
31,489,000 
29,472,000 
28,553,000 
28,688,000 
24,509,000 
26,263,000 


93 

89 

98 

92 

89 

105 

117 

110 

106 

107 

91 

98 


£ 
11,165,000 
10,142,000 
10,153,000 
9,202,000 
9,176,000 
12,071,000 
14,455,000 
15,696,000 
14,947,000 
11,015,000 
10,323,000 
10,491,000 


96 

87 

87 

79 

78 

103 

124 

134 

128 

95 

89 

90 


44 
43 
38 


April 


37 


MftV ...,,. T.T.-- 


39 


June 


43 


July 


46 


AufiTUSt 


53 


****0 *«ww. ........ 

September ... 

October 

November ... 
December ... 


52 
38 
42 

40 



1876, 





Liabilities, 
Average of 

Tear, 
^629,846,347. 


Average 

liabilities of 

Tear 

= 100. 


Beserve, 
Average of 

Tear, 
^15,961,592. 


Average 

Beserve of 

Tear 

= 100. 


Proportion 

of Beserve 

to Tiiabilities, 

53 per Cent. 


January 

February 

Marcb 


£ 
25,498,000 
25,744,000 
29,137,000 
28,092,000 
28,237,000 
30,576,000 
33,094,000 
34,067,000 
34,891,000 
35,406,000 
30,857,000 
31,825,000 


85 

86 

97 

94 

94 

102 

111 

114 

117 

119 

104 

107 


£ 
9,313,000 
11,048,000 
12,633,000 
13,226,000 
13,942,000 
16,483,000 
18,286,000 
20,363,000 
21,763,000 
19,904,000 
17,969,000 
16,345,000 


58 

69 

79 

83 

87 

103 

114 

128 

130 

124 

113 

102 


37 
43 
43 


April 


47 


Mav ............ 


49 


June 


54 


July 


65 


" *** J 

Aufirnflt........r 


60 


September ... 

October 

November ... 
December ... 


62 
56 
58 
51 



1877. 



January 

February 

March 

April 

May 

June 

July 

August 

September .. 

October 

November .. 
December .. 



Liabilities, 
Average of 

Year 
.£28,771,424. 



Average 

liabilities of 

Tear 

= 100. 



32,020,000 
30,272,000 
31,987,000 
30,328,000 
28,841,000 
30,190,000 
30,123,000 
27,701,000 
27,464,000 
26,154,000 
24,394,000 
25,875,000 



111 

105 

108 

105 

100 

105 

104 

96 

96 

91 

85 

90 



Beserve, 
Average of 

Tear, 
.£12,478,680. 



15,563,000 
14,186,000 
14,096,000 
12,516,000 
11,515,000 
13,316,000 
13,672,000 
12,293,000 
11,824,000 
9,662,000 
10,462,000 
12,249,000 



Average 

Beserve of 

Tear 

« 100. 



Proportion 

of Beserve 

to Liabilities, 

43 per Cent. 



124 

113 

113 

100 

92 

107 

110 

99 

94 

77 

84 

98 



49 
47 
44 
41 
40 
44 
45 
U 
48 
87 
48 
47 
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TABLE II. Oontmued — Monthly Atebages of LiABiLiriEe and 

Besebtb of Bank of England. 



1878. 



January .. 
February . 

March 

April 

May 

June 

July 

August 

September 
October .. 
November 
December 



Liabilities, 
Average of 

Year, 
^29,074,952. 



Average 

Liabilities of 

Tear 

= 100. 



£ 
29,549,000 
28,716,000 
34,237,000 
30,787,000 
28,548,000 
29,229,000 
27,072,000 
24,233,000 
24,893,000 
30,062,000 
30,214,000 
31,651,000 



101 

99 

117 

106 

98 

100 

93 

83 

86 

103 

104 

109 



Beserve, 
Average of 

Year, 
^10,879,044. 



£ 

12,350,000 

13,096,000 

12,448,000 

10,203,000 

10,479,000 

11,195,000 

9,205,000 

9,179,000 

11,130,000 

9,843,000 

11,789,000 

10,059,000 



Average 

Beserve of 

Tear 

= 100. 



113 

120 

114 

94 

96 

103 

84 

84 

102 

90 

108 

92 



Proportion 

of Beserve to 

Liabilities, 

37 per Cent. 



42 
45 
36 
33 
37 
38 
34 
38 
44 
33 
39 
32 



1845-61. 



January .. 
February . 

March 

April 

May 

June 

Jnly 

August 

September 
October .. 
November 
December 



Liabilities, 

Average of 

17 Years, 

^18,401,590. 



£ 
19,532,000 
19,556,000 
19,793,000 
18,328,000 
17,481,000 
18,987,000 
17,708,000 
17,210,000 
18,610,000 
17,941,000 
17,893,000 
19,865,000 



Average 

Liabilities of 

17 Years 

== 100. 



Beserve, 
Average of 

17 Years, 
^88,869,117. 



106 

106 

107 

99 

95 

103 

96 

93 

101 

98 

97 

108 



& 
8,560,000 
9,144,000 
9,821,000 
8,281,000 
8,517,000 
9,797,000 
8,744,000 
8,938,000 
9,285,000 
7,804,000 
8,161,000 
9,576,000 



Average 

Beserve of 

17 Years 

= 100. 



Proportion 
of Beserve to 

Liabilities, 
48 per Cent. 



96 

103 

111 

93 

96 

110 

98 

101 

105 

89 

92 

108 



44 
47 
60 
45 
49 
62 
49 
62 
60 
44 
45 
48 



1862-78. 



January 

February 

March 

April 

May 

June 

July 

August 

September ... 

Od»ber 

November ... 
December ... 



Liabilities, 

Average of 

17 Years, 

.£25,751,596. 



25,582,000 
24,998,000 
27,285,000 
26,028,000 
25,644,000 
27,345,000 
26,691,000 
25,673,000 
25,661,000 
25,287,000 
24,288,000 
25,797,000 



Average 

Liabilities of 

17 Years 

= 100. 



99 

97 

105 

101 

99 

106 

103 

99 

99 

98 

94 

100 



Beserve, 
Average of 

17 Years, 
^11,111,574. 



11,053,000 
11,451,000 
11,759,000 
10,319,000 
10,101,000 
11,741,000 
11,283,000 
11,414,000 
12,041,000 
10,035,000 
10,681,000 
11,545,000 



Average 

Beserve of 

17 Years 

= 100. 



99 

102 

105 

92 

91 

105 

101 

102 

108 

90 

96 

103 



Proportion 
of Beserve to 

Liabilities, 
43 per Cent. 



43 
46 
43 
40 
40 
43 
42 
44 
47 
40 
44 
44 
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TABLE II. Continued — Monthly Atebaoes of LulBHiIties and 

Besebye of Bank of England. 



1845-1878, 



January .. 
February.. 

March 

April 

May 

June 

July 

August 

September 
October .. 
November 
December 



Liabilities, 

Ayerage of 

34 Years, 

^822,076,593. 



£ 
22,557,000 
22,277,000 
23,539,000 
22,178,000 
21,512,000 
23,166,000 
22,199,000 
21,941,000 
22,135,000 
21,614,000 
21,090,000 
25,831,000 



Average 

Liabilities of 

34 Years 

= 100. 



102 
100 
106 
100 

97 
105 
100 

99 
100 

98 

95 
117 



Iteserve, 
Average of 

34 Years, 
.£9,990,345. 



£ 

9,806,000 

10,297,000 

10,790,000 

9,300,000 

9,309,000 

10,769,000 

10,013,000 

10,176,000 

10,663,000 

8,919,000 

9,421,000 

10,560,000 



Average 

Eeserve of 

34 Years 

= 100. 



98 

103 

108 

93 

93 

107 

100 

101 

106 

89 

94 

105 



Proi>ortion 

of Besenre 

to Liabilities, 

45 per Cent. 



43 
46 
46 
42 
43 
46 
45 
46 
48 
41 
44 
41 
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CHAPTER III. 



THE BALANCES OP THE LONDON BANKEES WITH 

THE BANK OP ENGLAND. 

The subject of the bankers' balances with the Bank of 
England requires some further consideration. There 
have been several occasions, principally of late years, 
on which the balances of the London bankers with the 
Bank have been larger than the reserve of the Bank of 
England. 
Thus :— 

On nth Noyember, 1857^ the Bank of England reserve was 1,462,000 

„ „ London bankers' balances 4,649,000 

On 16th May, 1866, the Bank of England reserve was T 1,203,000 

„ „ London bankers' balances .7,930,000 

On 31st October, 1877, the Bank of England reserve was 9,678,000 

„ „ London bankers' balances 10,069,000 

The last statement shows in a very remarkable way 
the manner in which the London bankers^ balances have 
continued to expand. October, 1877, was a very severe 
time of pressure, and the amount of the bankers' balances 
then shown was by no means the largest in the return 
of that year, but it still largely exceeded the amount 
attained during the panic of 1866. 

D 



34 Bankers* Balances Larger than Reserve. 

The details of the dates when the bankers' balances 
exceeded the reserve are as follows : — 

NUUBEB OF TnffES WHEN THE BaNKEBS' BALANCES EXCEEDED 
THE BeSEBTE of THE BaNK OF ENGLAND. 

1847 1 

1856 2 

1857 7 

1858 2 

1865 ' 1 

1866 20 

1871 4 

1872 1 

1873 6 

1874 6 

1876 9 

1877 2 

61 

Divided into four groups of eight years each, the 
results are as follows : — 

NUMBEB OF TlHES YTHEN THE BanKEBS' BALANCES EXCEEDED THE BeSESTE 

OF THE Bank of England. 

Years 1844-53 1 

„ 1854-61 11 

„ 1862-69 21 

„ 1870-77 28 

61 

These statements also show that this tendency is in- 
dependent of years of panic or extraordinary pressure. 
Though no panic whatever occurred during the years 
1870-1877, the balances of the London bankers were 
yet more frequently larger in the aggregate than the 
reserve of the Bank of England in those eight years, 
than in any of the similar groups of years which pr^ 
ceded. 

These figures mark very distinctly that the growth 
of the balances of the London bankers increases pro- 
gressively in a larger proportion than the reserve of 
the Bank of England. 

It would be a very desirable thing if the amounts 
held by the bankers, both in London and the provinces, 
with the Bank were published every week, as it would 
then be clear what the reserve really consisted of. If 



Should be Separated from Other Deposits, 



35 



in the published accounts of the Bank the amount of 
the balances of the bankers were deducted from the 
ordinary deposits, and a corresponding deduction made 
from the reserve, as in the form of account given 
below, it would become obvious at once that, on the 
26th December, 1877 — ^the latest statement respecting 
which these details are available — the deposits of the 
public with the Bank of England, instead of being 20 
millions, were 11 millions, that the reserve available 
against the ordinary, as distinguished from the banking 
portion of the liabiUties, was 3^ millions instead of 12, 
and that the proportion of this reserve, instead of being 
46 per cent., as the usual statement makes it, was only 
about 20 per cent. 



TABLE III. — Bank of England. Account fob the Week Ending on 
Wednesday, the 26th Day of Decembeb, 1877. Arranged so as 
to Show the Proportion of the Eeserve to the Liabilities after Deducting 
the Balances of the London Bankers' from Both. 

ISSUE DEPARTMENT. 



Notes issued 38,231,530 



38,231,530 



Gk)vemment debts 11,015,100 

Other securities 3,984,900 

Gold coin and bullion 23,231,530 



38,231,530 



BANKING DEPAETMENT. 



Proprietors' capital 14,553,000 

Best 3,073,356 

Public deposits 5,942,869 

Other deposits 20,183,367 

11,488,367 

Seyen-day and other bills 306,037 

35,363,629 



Qovemment securities ... 13,383,176 

Other securities 1 8,441,368 

Notes 11,433,545 

Less, per contra 8,695,000 

2,738,546 

Gold and silver coin 800,540 



35,363,629 



Proportion of reserve to liabilities, less bankers' ba- 
lances from both, 20 per cent. 

Proportion of reserve to liabilities, shown in ordinary 
form, 46 per cent. 

The statement selected as an illustration is merely 
taken as being the last published, and not for any other 
reason. It would have been easy to select the accounts 

d2 
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of other weeks, in which the proportion borne by the 
London bankers' balances to the deposits generally, and 
also the proportion of the London bankers' balances to 
the reserve, would have been considerably larger than 
in the one chosen, and consequently the proportion borne 
by the reserve to the remainder of the liabilities would 
have been far smaller ; or to have taken a week's account 
in which the whole resei-ve was insufficient to meet the 
demands which might be made by the London bankers 
alone. The account of a week has been taken which is 
not an extreme instance in any way. If the ordinary 
liabilities of the Bank were distinguished from those in- 
curred to its banking customers, attention would be more 
readily drawn to those occasions on which the bank re- 
serve of the Bank of England was insufficient to meet 
the balances of the London bankers. But whether the 
accounts of the Bank of England are put into this form 
or not, one thing is clear — that the balances kept by 
other bankers with it cannot really form part of ite 
own reserve and of the other banks as well, unless the 
amounts thus derived are held in hand ready to meet 
any emergency. These balances are the ultimate re- 
serve of all the banks in the kingdom. There is no 
other country in the world, of which the banking system 
is known, in which the reserves of the banks are loaned 
out in the manner in which they are employed in this 
country. This has been the case here ever since modem 
banking has assumed its present form. The practice 
has, therefore, the plea of usage in its favoiu*, and the 
plea of usage is an extremely strong one ; but it is not 
one which should be followed implicitly when there are 
good reasons for a change. It might be undesirable to 
say that these balances should never be loaned out ; but 
it is clear that they form that portion of the resources 
of the Bank which should be employed with the utmost 
caution. 

The balances of the London bankers with the Bank 
of England are included among its other liabilities. In 
another sense also these balances, which, as previously 
mentioned, must be regarded as being of the nature of 
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till money, as fax as transactions between the banks 
who own it are concerned, form a portion of the general 
banking reserve of the country. They are the only 
reserve of ready money kept by the bankers of the 
United Kingdom beyond the amount of cash in their 
tills. It is not meant, of course, by this to state that 
they are the only resources which the bankers of the 
country would have to fall back on in any time of pres- 
sure, for the amounts held at " call,'' and readily avail- 
able in other forms, are very large — far larger than any 
of the figures now before us for consideration. But, as 
far as actual " cash " is concerned, these balances are the 
only source from which an inomediate supply can be 
obtained for any immediate need. And to include the 
amounts which these balances represent among the re- 
serves of the Bank of England, and also among the 
banking reserves of the country at large, is really to 
reckon them twice over. An estimate has, therefore, 
been made of the amount which the liabilities of the 
Bank of England would be if the balances of the Lon- 
don bankers were deducted from them, and alc^o of the 
amount at which the reserve of the Bank would stand 
if these balances were not included in it ; that is to say, 
of the position which the Bank of England would main- 
tain if the London bankers held their own balances in 
Bank of England notes, or in gold in their own safes. 

It has not been possible, in the space to which this 
statement is of necessity confined, to exhibit what the 
effect of making up the accounts of the Bank of Eng- 
land in this manner would be on every weekly return 
of the Bank ; but the general effect is shown in col. 16 
of Table I. This column contains the proportion which 
the annual average reserve of the Bank of England 
would bear to the liabilities if the balances of the 
London bankers were deducted from those liabilities, 
and the same amount deducted also from the reserve. 
The gradual and progressive diminution in the propor- 
tion of reserve kept to the liabilities in general has been 
already noticed ; but from this column we may see how 
much greater and more marked, especially in recent years. 
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that diminution would have been, had the accounts of 
the Bank been made up in such a manner as to distin- 
guish the ordinary from the special banking liabilities. 
The average reserve of the Bank of England would, if 
the bankers^ balances had not been included in it, have 
been in 1 875 but 6 per cent, of the liabilities, and in 1 866 
but 3 per cent. We may thus see clearly how largely 
the reserve of the Bank of England is composed of money 
which is really also the reserve of other banks, and 
retained against other liabilities, than those which appear 
in this account— liabilities which, of banks in the United 
Kingdom alone, are many times larger than those of 
the Bank of England, which were estimated in 1873 as 
being more than 500 millions, and are now probably 
about 520 millions. From a banking position, there 
is no doubt economy in making the Bank of Eng- 
land keep the reserve of the bankers, but it is equally 
certain that, from a general point of view, this tends to 
place any pressure always at one point — a point on 
which many and varied demands, for domestic and 
foreign needs, the requirements for wages in England, 
of farmers in Scotland, of dealers in Ireland, the require- 
ments of great nations forming and increasing their 
gold circulations, demands for g(^ld for export as well as 
for the internal circulation of the country, all concen- 
trate. Great unsteadiness in the value of money is the 
result. Several useful suggestions have from time to 
time been made on this subject, and by those whose 
opinions deserve careful consideration. But the vis 
inerticB which in this case would have to be overcome is 
a remarkably powerful force. It can only be hoped 
that those who feel the importance of the subject will 
keep it steadily before the public, till some arrange- 
ment is agreed to more suited to the necessities of the 
case than the present most inadequate method. It will 
probably require the experience of another panic, with 
all its miseries and all its losses, the extent of which 
none except those who have experienced the real brunt 
of such a lesson can appreciate, before any better 
arrangement is arrived at. 
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Still it is best to place on record some suggestions 
as to what might be done. If our banks were to keep 
their own reserves, and publish their accounts weekly 
or monthly, the reserves held would undoubtedly be 
much larger than they are now, and business would 
be of a far more solid character, and more even in its 
tenor. Such an arrangement is hardly likely, but 
if the amount of the bankers' balances with the 
Bank were published weekly this might have a similar 
influence. It may be said that publicity on these 
points would be dangerous, and would lead to greater 
dangers than those to which we are already exposed in 
any time of pressure. There seem, however, no solid 
reasons for snaring in this apprehension. There is a 
great risk at such times to our highly complicated 
banking system from alarm among the ill-informed and 
ignorant. Their alarms might be soothed by a know- 
ledge of the large resources held by the banks ; and to 
those who have the conduct of the business such infor- 
mation might be of signal service. A knowledge of the 
position of the shoals and breakers to be avoided in bis 
course, valuable at all times to the pilot, is essential 
among the additional perils of the storm. 

It is much to be regretted that the information 
respecting the amount of the Bankers' Balances, which 
used to be periodically published, is now no longer 
given. 
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CHAPTER IV. 



THE BALANCES OP THE LONDON BANKERS WITH 
THE BANK OP ENGLAND. HOW PAR THEY 
PORM AN EPPICIENT RESERVE. 

Considerable information of a very interesting cha- 
racter is thrown on the manner in which the balances of 
the London bankers with the Bank are regarded by the 
Bank directors, in some letters written by Mr. H. H. 
Gibbs, of the Bank of England, and published in an ap- 
pendix to a recent work of Professor Bonamy Price.* 
These letters, in the places where they appear, form 
part of a very animated and interesting correspondence 
between Mr. Gibbs and Professor B. Price, on the Bank 
rate, the influx and efilux of gold, the " regulation of the 
currency,^' and other kindred subjects. It is not desir- 
able to enter into the consideration of these questions 
at this time, but to examine mainly two pointy which 
are discussed in these letters, namely, the manner in 
which the Bank of England views the bankers' balances 
kept with it, and the proportion of these sums which 
they consider they may make use of in the natural way 
of business. The opinions of any director of the Bank, 
and especially of an ex -governor of such experience and 
standing as Mr. Gibbs, are very valuable, and no apology 

• Chapters on Practical Political Economy. By Bonamy Price, Professor 
of Political Economy in the UniverEdty of Oxford. London : C. Kegan Paul 
and Co. 
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is needed for quoting from a correspondence which is 
open to the whole world to read. The correspondence 
at the point alluded to turns first on the question 
whether the custody of such large sums as the bankers 
keep on their accounts at the Bank of England may 
not cause some difficulty or even danger to the Bank. 
Mr. Gibbs in referring to this, and to the fact that the 
bankers' account is really an extremely easy one to 
arrange for, commences by remarking that "next to 
the Government account, the account of the collective 
bankers is the most certain and the most intelligible. 

. . . We know of the bankers, better than of any 
account in our books, what is the minimum balance 
wherewith they can live. They must have x on their 
account (a quantity imknown to all but us), and x— y, 
therefore — never appears. But i£ x + y is seen, then 
we know that y must remain untouched and uninvested ; 
must, in fact, form an addition to our reserve; x is ours 
for profit if we like to use it, but y is ows only for safe 
custody. Where is the danger '? On the other hand, 
the possession of that account is of the greatest im- 
portance to us, as affording the most perfect and ac- 
curate measure of how far the public can at all act 
independently of us.'* The italics are in the book 
quoted from. 

Mr. Gibbs continues in a later letter to explain that up 
to a certain point (x) the normal balance of the bankers 
was perfectly intelligible to the Bank; *^ their abnormal 
balance, {y) is an element of doubt." Now these re- 
marks of Mr. Gibbs appear to confirm the advisability of 
the step which has been recommended, namely, that the 
bankers should decide that everything which they keep 
in hand beyond their working balances should not be 
placed to the credit of their clearing accounts with the 
Bank, but should be retained weekly under a separate 
heading, and not appear in the statements of the Bank. 
Such a separation would mark out at once what was 
really " reserve,'' and what was only nominally '* reserve.'^ 
The bankers' balances up to the point which Mr. Gibbs 
alludes to, and which may be approximately estimated 
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from the outside, are really not reserves to them at aU; 
they are merely " till money^' on a scale commensurate 
with their operations, relatively, that is, to the demands 
which may be made on them at any moment in settling 
the clearing balances. This would be seen immediately 
if business in the city were conducted as it was pretty 
much up to the date when the clearing demands were 
still settled by the payment of the actual notes, not by 
means of a cheque drawn on the Bank of England. No 
one could call the sums held in bank notes in the safe, 
or the drawer near the counter, for that purpose, a " re- 
serve/' The notes were merely " till money,'' and " till 
money" the amounts which represent them still re- 
main, though for their own convenience the banks have 
advanced a step beyond their primitive practice, and 
have agreed to divest themselves of the actual custody 
of the notes, and to keep the money itself in Thread- 
needle Street. It is impossible to call the sums thus 
held by the Bank on behalf of the bankers, which repre- 
sent cash merely held to meet immediate claims, a re- 
serve. Nor is anything beyond these sums, the clearing 
balances as they may be described, of much use to the 
Bank. The bankers have frequently large sinus on 
their accounts beyond what they require for settling 
the daily clearing demands. These sums, and they are 
often very large, are a real reserve to them. But in 
consequence of uncertainty as to the length of time it 
may remain with the Bank, the directors do not feel 
justified in employing the proportion of the sum which 
exceeds the " minimum balance" in the same manner as 
they do the proportion which they know must remain 
fixed. The amount, Mr. Gibbs truly says — and with a 
most proper feeling of the line of action the Bank should 
always take — " is ours only for safe custody." Now if 
there is an axiom to be observed in banking, it is that 
things should always be regarded as they reaUy are. 
To have a balance in your hands which you cannot use 
is a hindrance to business, and not a help. The bankers' 
balances in 1876 fluctuated nearly ten millions between 
their lowest and their highest point, and as the lowest 
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may be taken as approximating to the necessary amount 
which has always to be maintained, it is clear that a very 
serious responsibility, without any corresponding advan- 
tage, must have been imposed on the Bank. To have 
placed these sums under a separate heading would, by 
Mr. Gibbs' own showing, have been no detriment to the 
Bank, while the doing so would have tended to the in- 
crease of that comparatively small amount of *' unused 
money,^^ the smallness of which is so constant and so 
real a danger to business in this country. 

After all, the point perhaps of most importance in the 
recent decision of the Bank directors, which is dealt with 
in the next chapter, is how far their new intention of 
governing their dealings in the matter of discounting by 
the strict rules of supply and demand can be reconciled 
with their old practice of protecting the reserve when 
needful, irrespective of the rate of interest ruling in 
the market. The two things seem hardly capable of 
being reconciled with each other. The market rate of 
interest may be very low, and yet a demand for buUion 
for export may set in which may require that the rate 
should be raised. In circumstances like these — and 
they may occur any day — which influence is the di- 
rectors to follow ? It cannot be doubted that the Bank 
will be faithful to its old traditions and protect the 
reserve. But considering the vast sums continually 
floating in the outside market, and the sudden and 
large demand which may arise at any time out of ex- 
change operations, the Bank may in all fairness call on 
those who have so large a share in regulating the out- 
side market, to co-operate with it in providing a proper 
reserve to meet the demands which these operations 
are at times certain to entail. One thing is clear, that 
the fixing the rate of discount,* and the custody of the 
reserve which is influenced by that rate, should be in 
the same hands ; and if the rate fixed by the other banks 
influences the market more than it used to do, as 
appears to -be the case, then the responsibility of pro- 
viding an adequate reserve should be shared between 
them and the Bank of England. 
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CHAPTER V. 



THE PUBLISHED RATE OP DISCOUNT OP THE 

BANK OP ENGLAND. 

The directors of the Bank have recently (June, 1878) 
made a- change in their mode of business with respect 
to discounts, by announcing that they wiU no longer 
feel bound to adhere to the rule of adhering to a fixed 
minimum rate as closely as they had done, which may 
have a considerable effect both on their own transactions 
and on the money market at large. 

To investigate the reason for this change it is need- 
ful to go back some years, and to trace the practice of 
the Bank with regard to discounts from the year 1844. 
The most authentic records of facts of this description 
are to be found in the reports and evidence given before 
Parliamentary Committees, as the opinions of those who 
appeared before those Committees are preserved there 
in their very words. 

The Report of the Committee of the House of Lords 
on Commercial Distress in 1 848, thus contains a historical 
statement of great value on this question. From it may 
be learned that for more than a century, down to the 
year 1839, the Bank rate never exceeded 5, nor fell below 
4 per cent. During the pressure of 1839 the rate was 
raised for some months to 6 per cent., but it was re- 
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duced to 5 per cent, in January, 1840, and remained at 
4 or 5 per cent, as before, till after the Bank Act was 
passed. At that date the market value of money was, 
and had been for some time previous, considerably below 
the Bank rate, so much so, in fact, that the Bank was 
entirely " out of the market/' According to the evi- 
dence of Mr. H. J. Prescott, the deputy-governor of 
the Bank at the time, the Bank did not then hold 
" above two or three hundred thousand pounds of dis- 
counts in London, the market rate being at that time 
not above if to 2 per cent.'' The actual sum is men- 
tioned as being 113,000Z, when the Bank rate was re- 
duced to 2\ per cent, in August, 1844. 

This was the date at which the " new system of dis- 
counting," as Mr. Prescott termed it in his evidence, 
was adopted by the Bank. The novelty of the system 
consisted in the fact that the Bank commenced from the 
autumn of 1844 to adapt its own rate to the market 
rate, and with such effect that the governor of the 
Bank, Mr. James Morris, in giving evidence on the 
same occasion as Mr. Prescott, considered that by 1848 
the Bank held half the discounts then in the market. 
^* I consider,'' were Mr. Morris's words, '^ that in Lon- 
don the discounts by other parties, the great discoimt 
brokers and bankers, must be equal to the amount 
which the Bank holds imder discount." And, in answer 
to another question, Mr. Morris added, "I think that 
the discount brokers and other parties afford alto- 
gether to the pubUc an amount of discount equal to 
that afforded by the Bank, except in times of extreme 
pressure." 

These observations made by the governor and the 
deputy-governor of the Bank in 1848 show what the 
position of the Bank of England was towards the out- 
side market thirty years ago. They are supplemented 
and supported by the remarks made by Mr. Samuel 
Jones Lloyd (afterwards Lord Overstone) at the same 
date, when examined before the " Committee on Com- 
mercial Distress " of the House of Commons. Mr. 
Lloyd's evidence was to the effect that the Bank had at 
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that time become more of a competitor in discount busi- 
ness than formerly, owing to the fact that it made its 
own terms conform to the fluctuations in the market 
rate more closely than it used to do. " The Bank rate," 
Mr. Lloyd said, '* formerly was 4 or 5 per cent. ; if the 
market rate of interest was below 4 per cent., the 
Bank ceased to discount till it got up again to that 
point. But in point of fact, latterly the discount de- 
partment has become a very active department of the 
Bank." Mr. Lloyd's evidence thus confirms the state- 
ment which Mr. Morris had made. 

This describes the position of matters in 1848. No 
great alteration had occurred in it nine or ten years 
later, when a Select Committee of the House of Commons 
collected further evidence on the working of the Bank 
Acts. Mr. D. B. Chapman was examined before that 
Committee ; by his evidence it is shown that the rate 
charged by the Bank of England in 1857 was not as it 
is at present, almost invariably above the outside rate, 
but that it worked more nearly in unison with it, being 
sometimes a little above and sometimes a little below 
the market rate. When the Bank rate was very low 
the market rate was a little lower, and when the Bank 
rate was very high the market rate was a little higher. 
The evidence of the late Sir D. Salomons before the Com- 
mittee of 1858 supported Mr. Chapman's remarks, and 
shows how closely the Bank rate conformed to the market 
rate at that period. In 1857, however, the first signs 
of divergence between the Bank rate and the market 
rate appear to have occurred. Sir D. Salomons men- 
tioned that a few months previously the London and 
Westminster Bank had deviated from the principle of 
working in accordance with the Bank. His words were, 
" We at that time altered our system. We do not now 
follow so closely the Bank rate ; we have, as far as we 
can, broken from it, adopting what may be called an 
expedient rate, not following the Bank rate so closely 
as hitherto we have done.'' 

This statement of Sir David Salomons shows the 
direction in which matters were tending in his time. 
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Gradually it became a question whether the publication 
of a fixed rate by the Bank of England had not become 
as much an anachronism, as a permanently fixed rate 
was in the year 1844. When a fixed rate was pub- 
lished by the Bank, people could tell at once whether 
they could get their business done cheaper elsewhere ; 
and in this period of sharp competition, such knowledge 
is enough of itself to deter them from coming to a 
Bank, the rate of which they know already. The Bank 
lost thus that power of delicate adjustment of its posi- 
tion to the precis^ needs of the moment, which is essen- 
tial to the maintenance of business. It could not, as it 
were, feel the pulse of its customers as closely as it 
could were its rate not advertised ; it could not follow 
as well the distinctions made between one class of paper 
and another, as it could did a hard and fast rule not 
exist. 

Meanwhile, the competition for bills in the discount 
market is beyond question most sharp at the present 
day. Within a period of about twenty years, several 
joint stock companies have been formed for the purpose 
of carrying on this class of business, and the number of 
private firms engaged in it appears also to augment. 
Various circumstances — the increasing supply of money, 
the power of dealing by means of telegraphic transfers, 
and other circumstances — have all tended to limit the 
supply of bills, which is apparently smaller now in pro- 
portion to the supply of money than it was ten or 
fifteen years since, whilst the competition for those in 
the market is closer than ever. 



48 Published Bate of Bank of JEhvgland 



CHAPTER VI. 



THE PUBLISHED RATE OF DISCOUNT OF THE 
BANK OP ENGLAND AND THE RESERVE. 

As mentioned in the last chapter, the Bank of England 
announced in June, 1878, that it would, when occasion 
required, discount for those of its customers who trans- 
acted business exclusively with it, at a rate lower than 
that advertised as the official rate. One result of this 
will be for the future that the Bank rate will be less a 
real guide to the value of money than it has been, since, 
unless more exact intimation is given, it will be im- 
possible to say how far the published rate is being 
adhered to. Events have been gradually drifting in 
this direction for some time past. The outer market, 
which is compelled to regulate its actions by the strict 
law of supply and demand, has, on more occasions than 
one, recognised this fact. Thus, in November, 1877, the 
metropolitan joint stock banks formally acknowledged 
that they could not remain bound by the old rule of 
allowing interest on deposits at " one below Bank rate,'' 
and imdertook for the time an independent course of 
action. 

But such a proof as the one just mentioned of the 
inability of the outside market to accept the Bank rate 
as an index to the real value of money, important as it 
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was by way of marking the gradual breaking up of the 
traditional rule which had governed the Enghsh money 
market generally for years, is of far smaller importance 
than an official recognition by the Bank directors that 
the Bank itself can no longer be bound by its own rate. 
This, or nothing at aU, is the outcome of the recent 
alteration in the practice of the Bank, and since it 
cannot be supposed that the Bank has announced the 
alteration, and had to meet the objections which were 
certain to be made to it, without intending to abide by 
its decision, and to act upon it, the conclusion appears 
to be that the Bank rate by itself is distinctly less a 
guide to the value of money than it used to be. 

The system which has thus practically come to an 
end commenced in the year 1844. Up to that date the 
Bank rate had been almost always a fixed rate, which 
for more than a century was never raised above 5 per 
cent., or allowed to drop below 4. In 1839, a 6 per 
cent, rate was charged for some Httle time, but with 
that exception the old state of matters may be re- 
garded as lasting till 1844, when the establishment of 
the principle of a rate to fluctuate according to the 
wants of the market was as great an innovation as the 
recent decision of the Bank is now. Ancient prestige, 
actual pre-eminence of capital, the fact that they are 
the bankers of the Government and the issuers of the 
only description of notes which are legal tender through- 
out England and Wales — all these circumstances enabled 
the Bank to take a position which gave its announce- 
ment as to a rate of interest a great if not a prepon- 
derating weight. The Bank of England told all the 
monetary world what it would charge for money, and 
all the monetary world in degree followed it. Some- 
times it has happened that the directors have not been 
right in their decisions, and have lowered the rate when 
they should have advanced it, or advanced it or lowered 
it when they ought to have remained where they were. 
Sometimes they have worried the market by needless 
alterations. Thus, to go back only a short period, there 
were in the year 1873 no fewer than twenty-four changes 

E 
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in the Bank rate, that is to say, twenty-four changes in 
twelve months, and it is difl&cult to imagine what events 
can possibly have occurred to justify an alteration in 
the price of money once a fortnight for a whole year. 
Again, what may be called an experimental rate has 
occurred, as in 1871, when 2 J per cent, was charged for 
four weeks. Putting, however, these occasions aside, 
the decision of the directors of the Bank as to the value 
of money has geneiuUy carried great weight with it. 
In a market so delicately balanced as ours, in which the 
causes of change are so numerous and often so unex- 
pected, even the best informed must occasionally err. 
But the directors, as a body, are men of high standing 
and of much experience, acting with a strong sense of 
the responsibility of their position, and with consider- 
able opportunities of observing what the demand for 
money is likely to be. The fixing the rate is indeed 
one of the portions of the work of carrying on the busi- 
ness of the Bank which such a body of men as the 
Bank directors are likely to do best. A committee of 
men. with great and varied commercial experiences, fluc- 
tuating but slightly from year to year, with a head 
appointed for two years — ^which is, broadly speaking, 
the constitution of the Bank court — is very well con- 
stituted to judge of the value of money from day to 
day. It is not so well constituted to meet the greater 
difficulties which banking has now-a-days to contend 
with, and which appear to require that a permanent 
governor should be appointed to maintain a more com- 
plete control over the business of the Bank than can be 
done by any body of directors, however able and well- 
selected. But this is not the point immediately under 
consideration. If the Bank carries out the decision it 
is understood to have arrived at, and admits that it 
cannot fix a definite rate for advances, it will hardly be 
possible to establish any new representative body in 
London whose resolutions as to the rate to be charged 
on bills will carry exactly the same weight as the de- 
cisions of an independent body, such as the directors 
of the Bank are. 
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The inconvenience, however, of there being no recog- 
nised standard for the value of money would be very 
great. It is far safest for all bankers, and for those who 
do business with them, that there should be such a 
standard. Since the Bank has now let it be known 
that it does not mean to be guided by its own rate at 
all times, it becomes needful to consider what standard 
can be established as a substitute for that guidance which 
will no longer exist exactly in the same form for the 
future, and who are to take the place of the Bank direc- 
tors io giving a public notice of the rate. The bankers 
and bill brokers of the metropolis seem the fittest per- 
sons to judge of the value of money, and the decision of 
a committee appointed by them, and meeting at the 
Clearing House, to be the best substitute that can be 
found for the decision of the Bank directors. It should 
be composed of representatives of both private and joint 
stock banks. Both classes of banks are engaged in carry- 
ing on the same description of business, both appeal 
to the same public for support, and it is in the highest 
degree desirable that there should be no division of in- 
terest between them. This committee might meet once 
a week, or when occasion required. But as such a re- 
presentative body might find it somewhat difficult to 
agree on a rate to be charged for discounts, and since 
the conclusions to which they came might not be so 
readily accepted as authoritative as those of the Bank di- 
rectors, while at the same time some recognised standard 
of action will be strongly required, the best course 
for the Clearing House Committee would be to agree 
not on the rate to be charged on bills, ^but on the rate 
to be allowed on deposits. 

Two advantages, in particular, would follow if this 
plan were completely carried out. 

1. Such an arrangement would tend to check any 
undesirable competition for deposits, and would tend to 
a uniformity of action between all the bankers of the 
country generally, and of the metropolis in particular. 
Both private and joint stock banks would be repre- 
sented on the committee proposed, and the representa- 

E 2 
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tives of both classes of banks would concur in the rate 
to be recommended. Hitherto, though the practice of 
allowing interest on deposits is believed to be very 

feneral among the private banks, no private bank in 
lOndon has ever made a public statement of the rate 
to be allowed. There is much to be said on both sides 
of the question as to whether the allowing interest on 
deposits, and the consequent enormous accumulation of 
money in the hands of banks, is a desirable thing or 
not; but yet the allowing interest on deposits is be- 
come so much the rule that the question is now not 
whether the practice is or is not a desirable one, but 
how it can best be regulated for the general advantage. 
This leads to the second point. 

2. Such an arrangement would tend to check an 
unduly high rate of interest being allowed on deposits. 
The rate would be known as that which a representa- 
tive and prudent body of bankers thought it safe to 
adopt. Any bank deviating from the rule would be 
bound, as it were, to show cause why it did not foUow 
the example set by such a body of men. The BankiQg 
Committee would hardly be likely to recommend an 
Tuiduly high rate. Such a rate is dangerous for two 
reasons : the one, because an unduly high rate of in- 
terest has a tendency to cause those who allow it to 
seek unsafe but highly-paying securities; the other, 
because it has a tendency to cause reserves to be pared 
down to a minimum. While speaking on this subject^ 
it is as well to mention that at least one bank is under- 
stood to have made at no very distant period no profit 
whatever on the sums it held on deposit for a consider- 
able time. No doubt any bank so circumstanced held 
other sums belonging to its customers on which no in- 
terest was allowed, and from which and its other re- 
sources it derived the means of meeting its expenses 
and paying its dividend. But to have the custody of 
vast sums with all the attendant risks, without any 
resulting profit to set against these, cannot be a desirable 
or a safe thing. 

In part the plan proposed here has been carried out. 
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A committee, composed of representatives of the metro- 
politan joint stock banks, meets from time to time, and 
fixes the rate to be allowed on deposits. It is desirable 
that this arrangement should be carried further, and 
that a uniform rate should be arranged at these meetings 
for all banks. 

To conclude, fixing a rate can hardly be separated 
fi:om the custody of the reserve. The metropolitan 
joint stock banks might have elected, now that the 
Bank rate stands in so altered a position, to work 
without a recognised rate at all. But the inconvenience 
of such a course would have been so great that they 
have been compelled to devise the method mentioned 
above of establishing a recognised standard, which in 
time may, it is to be hoped, be carried further till it in- 
cludes all the banks of the country. A further advan- 
tage of the method here sketched out would be that it 
would facilitate the formation of a suitable reserve, which 
is an adjimct inseparable from the position of the body 
which has to bear the responsibility of putting forward 
that rate which is the recognised standard for the rest 
of the comjBimity. 
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CHAPTER VIL 



SOME OF THE CAUSES WHICH INFLUENCE THE 
RATE OF INTEREST CHARGED BY THE BANK 
OF ENGLAND. 

A SPECIAL set of tables has been prepared to illustrate 
the relation between the reserve of the Bank of England 
and the current rate of interest. These tables, No. II. 
and No. VI. of the series, give the average minimum 
rate of discount for each month in the years 1845- 
1878, and the corresponding averages of the liabilities 
and the reserve. The average yearly rate also requires 
some attention. It is given in col. 38 of Table I. 

The average rate of interest charged by the Bank 
has, after having increased, diminished again during 
recent years. If we divide the period now under con- 
sideration into four groups, between the years 1846- 
1853, 1854-1861, 1862-1869, 1870-1877, we shall find 
that the averages of the four groups are as follows : — 

£ s. d. 

1846-1853 3 6 3 

1854-1861 4 15 5 

1862-1869 4 4 8 

1870-1877 3 8 6 

It is also curious to observe that there is a periodic 
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fluctuation from one season of the year to another. 
The details are as follows : — 

Ayiebagb^ Moitth bt Month, of thb Bate or Intibebt Chabosd bt 
THE Bakk of England fob the Years 1846-63, 1864-1861^ 1862- 
1869, 1870-1877. 



Average Bate for the Eight 

Years, 1846-1863, 

^3 68. 3d. 


Average 

Bate for 

the Eight 

Years 

=100. 


Average Bate for the Eight 

Years, 1854-1861, 

£4, 15s. 5d. 


Average 

Bate for 

the Eight 

Years 

=100. 


JairnftTV ...»,.,.- 


£ 8. d. 
3 3 11 
3 3 9 
3 4 9 
3 4 7 
3 6 
3 6 3 
3 6 
3 6 3 
3 6 7 
3 11 3 
3 12 4 
3 7 7 


96 

96 

96 

97 

98 

98 

98 

100 

100 

107 

109 

102 


Jammry 


£ s. d. 
6 2 8 
4 18 6 
6 9 
4 16 4 
6 1 11 
4 11 8 
4 7 10 
4 12 
4 2 6 
4 13 11 
6 4 11 
6 3 6 


106 


Februarv 


February 


103 


lyTArch 


March 


105 


A Dril 


April 


101 


May T,r-TT--- 


May 


106 


JnTie T . . T . . . . . 


June 


96 


Jtdv 


July 


92 


A"ncrn«t ^ , . - r - - - t - - - 


" ^"^j ....» 

AufiTust 


87 


•***0 **ww ............ 

September 

October 


September 

October 


'85 
99 


November 

December 


November 

December 


110 

108 


Average Bate for the Eight 

Years, 1862-1869, 

£4i 88. 8d. 


Average 

Bate for 

the Eight 

Years 

=100. 


Average Bate for the Eight 

Years, 1870-1877, 

^3 8s. 5d. 


Average 

Bate for 

the Eight 

Years 

=100. 


Jflftltiftrv T , T - 


£ 8. d. 
4 10 2 
4 4 6 
3 19 3 

3 19 3 

4 13 9 
4 7 10 
4 4 6 
4 4 6 

3 16 3 

4 1 11 
4 6 7 
4 8 7 


106 

99 

93 

93 

111 

104 

99 

99 

89 

96. 

102 

104 


January 


£ 8. d. 
3 11 2 
3 11 
3 4 1. 
3 2 9 
3 9 11 
3 6 10 

2 18 10 

3 1 

2 16 8 

4 2 8 
4 10 11 

3 18 1 


104 


Ti'ftbr'ia.rv ..,...,,. 


February 


89 


"M"«l.lY»ll 


March 


94 


ADril 


April 


91 


Mny . , . , T , T T r . . . - - - 


i 

May 


102 


JnTie .....,-„.-.,„ 


June 


96 


Julv J 


July 


86 


AnfiTUSt 


J 

Au&rust 


88 


September 

October 


September 

October 


81 
121 


November 

December 


November 

December 


133 
114 



In all the four periods into which this estimate is 
thus divided, the latter half of the year is the time 
of the highest charges. This is what we might na- 
turally expect. The autumn and early winter months 
are the times of greatest business activity. The demands 
which the home harvest brings are great ; the demands 
which foreign supplies of all kinds entail are more pres- 
sing stilL The large amounts of produce then coming 
forward aflFect the money market ; and a deficient har- 
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vest (should there be a short supply) usually manifests 
itself about the third week in October. The shipments 
of com also from America generally commence early in 
September, and intensify up to the middle of November. 
These causes, and others of a kindred nature which there 
is no need to specify, account for the autumnal demand. 
They do not, however, exist in the spring. In the 
month of May, a corresponding, though slighter, increase 
of pressure may be observed to that taking place in 
October, November, and December. The opening of 
those sources of supply which have been locked up by 
the severity of the winter probably accounts for a con- 
siderable part of the increased demand for money indi- 
cated by a rise in its value Some effect also must be 
assigned to the periodic increase in the Scotch note cir- 
culation in the months of May and November. Any 
increase in that circulation beyond the limits fixed by 
the legislation of 1844 and 1845 causes an immediate 
demand on the reserve of the Bank of England for 
gold. The increase in the Scotch circulation beyond the 
limit of 1845 did not become very distinctly marked tiU 
1856. It has become very much more considerable of 
late. It will be observed that the rate in May was for 
the years 1844-53 but Httle above that of every other 
month in the first half of the year. For the years 1 870-78 
the rate in May was usually higher than in any other 
month of the first half of the year, except January. The 
particulars of the Scotch circulation in May, November, 
and December, for the years 1875-78 are as follows : — 

Authorised Limit of Scotch Bank Note Cibculation, je2,749^71. 

Average of 1875, £6,050,909. 

Aotnal Giroulatioii. 

1875. £ 
15tli May 6,096,052 

2nd October 6,098,987 

80th „ 6,238,417 

27tli November 6,883,326 

25tli December 6,277,658 

Average of 1876, £6,098,543, 

1876. £ 

13tli May 6,040,105 

28tli October 6,174,510 

25th November 7,015,743 

23rd December 6,614,751 
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Average of 1877, Mai5^59. 

1877. J6 

12th May 6,051,550 

27tli October 6,073,025 

24tli November 6,755,719 

22iid December 6,204,334 



Average of 1878, £5^840,533. 

1878. J6 

nth May 5,788,435 

26th October : 5,788,136 

23rd November 6,404,359 

21st December 6,200,097 



It may be desirable to mention here the causes which 
lead to these periodic, though temporary, requirements 
for notes in Scotland. 

" The main causes of the increased note issues in May 
and November are imdoubtedly these : — 

" 1st. The payments of rents and interests on mort- 
gages, which, in Scotland, are almost uni- 
formly made at the half-yearly terms of 
Whitsuntide (15th May), and Martinmas 
(11th November). 

** 2nd. The settlement of all important transactions 
in heritable property, which are also fixed 
for the same terms. 

" 3rd. The payment of household servants' wages, and 
in many cases salaries at the same period. 

** These payments are to a large extent made through 
the medium of bank notes, and thus they get into hands 
where they remain for a time, many of the parties who 
receive the notes having no bank account. 

" It is fiirther to be noted :- — 

** 1st. That on the 4th of the month an unusually 
large amount of bills falls due, and if the 
4th happens on a Saturday (the day when 
the returns are made up) we generally look 
for a heavier return on that account. 
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"2nd. The November returns are usually heavier 
than those in May, because of the require- 
ments of the harvest, travellers, &c. 

*3rd. In the country districts the term-day is ia 
many places regulated by the old style, and 
thus the payment of farm rents run on into 
June and December. 

" 4th. The great increase this year is, no doubt, chiefly 
owing to the higher scale of wages, parti- 
cularly in the mining districts, among the 
most improvident class of working people.'' 

This statement is quoted from a description of the 
circumstances written in 1872 by a well-known Scotch 
banker. 

It becomes desirable to recapitulate at this point the 
monthly fluctuations in the rate of discount charged by 
the Bank of England, and to compare them with the 
corresponding fluctuations in France and Germany. 
The rates of the Banks of England, France, and Ger- 
many have therefore been tabulated in a similar manner 
for the years 1846 to 1877, and divided into periods 
of eight years and of sixteen years. While these tables 
show a distinct pressure on the Bank of England in 
May, and in some degree in November, the other Banks 
do not appear to experience the same influence. The 
inference seems to be that the Scotch demand in May 
and November is of sufficient importance to afiect the 
rate of the Bank of England. If we refer to Table II., 
at pages 31-32, which contains a summary of the monthly 
averages of the liabilities and reserve of the Bank of 
England for the years 1845-78, we shall find that the 
liabilities of the Bank have been on an average at the 
lowest point in the months of May and November; 
that the reserve is then comparatively weak, and the 
proportion of the reserve to the liabilities low likewise. 
It is probable that there is some connection between the 
Scotch demand and these circumstances. This is sup- 
ported by a reference to the returns of the Clearing 
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Hoiise when tabulated, so as to show the amount of 
business passing in each month of the year. The par- 
ticulars from 1868 to 1878 are given in Table V., at the 
end of this chapter, at pages 64, 65. Those figiu'es 
certainly do not show any exceptional demand in the 
months of May and November, and as this is not trace- 
able in the ordinary course of business of this country, 
or in the rate charged by the banks of the two other 
countries, the inference is that the fluctuations shown 
to exist at the Bank of England at those periods are in- 
fluenced in an appreciable degree by the Scotch demand. 
This was noticed as far back as 1856 by Mr. T. M. 
Weguelin, who was at that time governor of the Bank. 
Mr^ Weguelin observed in a letter to the Chancellor of 
the Exchequer (Sir G. C Lewis) on the effect of this 
demand : — ' 

" Now with regard to the oscillation of the internal circulation 
of the country, I may notice that there is, periodically, a demand 
for currency from the Scotch and Irish banks, which, whilst it 
produces a most sensible effect upon the Bank of England reserve, 
IS uncontrollable by any action of the Bank. At certain periods 
of the year, especially of the harvest, the demand for currency 
commorly greatly exceeds the authorised issue ; and as the excess 
must be issued on gold deposited in certain specified places, that 
gold is withdrawn from the Bank reserve, to be again restored to 
it when the reflux of the currency of the Scotch and Irish banks 
takes place, which is usually in the months of December to March. 
The Scotch banks very generally exceed their authorised aggregate 
issue ; but with the Irish banks, although the aggregate issue is 
not usually exceeded, yet it often happens that some are in excess, 
whilst others are under the authorised amount. But as each bank 
has to provide for its own excess, the demand on the London 
bullion reserve is as great as if the whole Irish circulation had 
gone beyond its limit." 

The fluctuations in the circulation of notes in Ireland 
have been rarely so important as to produce a very- 
marked effect in the way of requiring extra sums of gold 
to cover them since 1857 ; but, on the other hand, the 
note circulation in Scotland, and the periodical fluctua- 
tions in the same, have undergone a great increase since 
that date. 

It would certainly appear to be desirable to mitigate 
the influence which these demands of a strictly domestic 
and home character exert. A better arrangement would 



60 Security Should be Given for Note Ovrculution. 

provide what the existing law does not provide — ^a real 
security for the Scotch issues, without allowing these 
periodic and strictly temporary demands to press so 
sharply on the central reserve. This point should be 
attended to, and at the same time security should 
also be required for the English country note issues. 
Opinions are sometimes expressed that it would be a 
desirable thing to take away the rights of issuing notes 
possessed by some country bankers, and to substitute 
instead the notes of the Bank of England. It appears, 
however, that the only result of such a change, under 
existing circumstances, would be to concentrate the 
pressure in any time of difficulty, even more than at 
present, on the reserve of the Bank of England, to 
increase the fluctuations in the rat6 of interest, and to 
cause higher rates to prevaiL And there is no doubt 
that the existing note issues of the country banks, 
properly secured, and with adequate and special re- 
serves held against them, might be made of greater 
service than they now are in carrying on the business 
of the coimtry. 
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TABLE IV. — ^MoKTHLT Ayebaobs or Minimum Batb or Discount of 
Banks of England, Fbance, and Gebmany fob the Eight Ybabs, 
1846-63, 1854-61, 1862-69, 1870-77, and fob the Sixteen Teabs, 
1846-61, AND 1862-77. 

Bane of England. 



1846-53: 



Average Bate of 8 Years, 
£3 6b. 3d. 



January 
February 
March ... 



April 

May 

June 

July 

August 

September 

October 

November 
December. . 



£ 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 



8. d. 
3 11 
3 9 



3 

4 
6 
6 
5 
6 
6 
11 
12 
7 



9 
7 

3 

3 
7 
3 
4 
7 



Bate of 

8 Years 

=100. 



96 

96 

96 

97 

98 

98 

98 

100 

100 

107 

109 

102 



1854-61. 



Average Bate of 8 Years, 
M 158. 5d. 



January 
February 
March ... 
April ... 

May 

June 



July 

August 

September 

October 

November 
December. . 



£ 
5 
4 
6 
4 
6 
4 
4 
4 
4 
4 
6 
6 



8. d. 

2 8 
18 6 

9 
16 4 

1 11 
11 8 

7 10 

2 6 
1 2 

13 11 
4 11 

3 6 



Bate of 

8 Years 

=100. 



106 

103 

105 

101 

106 

96 

92 

87 

85 

99 

110 

108 



1862-69. 




1870-77. 




Average Bate of 8 Years, 
^4s. 8d. 


Bate of 

8 Years 

=100. 


Average Bate of 8 Years, 
^3 8s. 5d. 


Bate of 

8 Years 

=100. 


Jailiiftrv ......... 


£ 8. d. 
4 10 2 
4 4 6 
3 19 3 

3 19 3 

4 13 9 
4 7 10 
4 4 6 
4 4 6 

3 15 3 

4 1 11 
4 6 7 
4 8 7 


106 

99 

93 

93 

111 

104 

99 

99 

89 

96 

102 

104 


Janu£try 


.£ 8. d. 

3 11 2 
3 11 
3 4 1 
3 2 9 
3 9 11 
3 6 10 

2 18 10 

3 1 

2 15 8 

4 2 8 
4 10 11 

3 18 1 


104 


Februarv 


February 


89 


Mn.rr»h ...,,,,, ^ ,, , 


March 


94 


April 


April 


91 


■*^x'*'*^ ............... 

May 


x^ 

May 


102 


June 


June 


96 


Jtdv 


July 


86 


Auguist 


" ^*^ J 

Auirust 


88 


September 

October 


September 

October 


81 
121 


November 

December 


November 

December 


133 
114 


1846-61. 


1862-77. 


Average Bate of 16 Years, 
.£4" lis. Od. 


Bate of 
16 Yrs. 

=100. 


Average Bate of 16 Years, 
^3 16s. 6d. 


Bate of 

16 Yrs 

=100. 


JaiT'ift'n'' . . , . , 


£ 8. d. 
4 3 3 
4 11 
4 2 3 
4 6 
4 3 6 
3 18 6 
3 16 6 
3 14 4 

3 13 11 

4 2 7 
4 8 8 
4 6 6 


103 

100 

102 

99 

103 

97 

94 

92 

91 

102 

109 

105 


January 


£ 8. d. 
4 8 
3 12 9 
3 11 8 

3 11 

4 1 10 
3 16 10 
3 11 8 
3 12 3 

3 6 6 

4 2 3 
4 8 9 
4 3 4 


105 


Eebruarv 


February 


95 


Ma^ch . , . , , 


March 


93 


AdiH 


April 


93 


•'^'X'*"'* 

May r t r 


i • 

May ............... 


i(yr 


JllTlft .,..,., 


"'w 

June 


100 


Julv 


July 


94 


AnpTist T 


" J • ••• 

Au&rust 


94 


September 

October 


September 

October 


85 
107 


November 

December 


November 

December 


116 
109 
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TABLE rv. Continued, — Monthly Ayisaoes of MiKmuM Batb of 

Bank of Fbance. 



1846-63. 


1854r-61. 


Ayerage Bate of 8 Tears, 
^8 188. 7d. 


Bate of 

8 Years 

=100. 


Average Bate of 8 Years, 
£4> 12s. Od. 


Bate of 

8 Years 

=100. 


TflrTinary 


^ 8. d. 

3 19 1 

4 
3 17 11 
3 17 6 
3 17 6 
3 17 6 
8 17 6 
8 17 6 

3 17 6 
8 19 8 

4 
4 13 


100 

102 

99 

99 

99 

99 

99 

99 

99 

101 

102 

103 


Jannarv ......... 


.£ s. d. 
4 17 
4 16 5 
4 14 4 
4 8 9 
4 9 9 
4 7 4 
4 6 3 
4 5 4 
4 4 9 

4 14 10 

5 10 
4 18 3 


105 


February 


Febi^iary ......... 


105 


March 


Marcb 


102 


April 


Anril 


96 


1^ ••••..• 

May 


May 


97 


June 


■**^"'«/ • • • 

June 


95 


July 


July 


94 


J 

Ausrust 


^ '"J • 

Au&rust 


93 


September 

October 


September 

October 


92 
103 


November 

December 


November 

December 


110 
107 










1862-69. 


1870-77. 


Ayerage Bate of 8 Years, 
^3 158. Od. 


Bate of 

8 Years 
=100. 


Average Bate of 8 Years, 
£4, 4s. lid. 


Bate of 

8 Years 

=100. 


Januarv 


^ 8. d. 
4 4 11 
3 19 8 
3 18 1 
3 11 3 
3 14 3 
3 9 5 
3 10 
3 8 10 
3 9 

3 17 11 

4 4 
3 16 9 


113 

106 

104 

95 

99 

92 

93 

92 

92 

104 

107 

102 


January 


^ 8. d. 
4 8 9 
4 7 10 
4 5 6 
4 2 10 
4 2 3 
3 18 9 

3 19 10 

4 4 6 
4 5 
4 6 7 
4 9 7 
4 7 6 


104 


February 


Febmflrry ......... 


103 


Mn.rftb 


March. 


100 


Auril 


April 


98 


•'^if*-"- ; 

TVTa V 


May 


97 


June 


•*»*-»«^ ............... 

June 


92 


July 


July 


94 


AufyiiRt 


J •••• 

Auffust 


99 


September 

Ofitober 


•'-^**6**"»' 

September 

October 


100 
101 


November 

December 


November 

December 


105 
103 


1846-61. 


1862-77. 


Ayerage Bate of 16 Years, 
£\ 58. 3d. 


Bate of 

16 Yrs. 

=100. 


Average Bate of 16 Years, 
^3 19s. Ud. 


Bate of 

16 Yrs. 

=100. 


January 


£ s. d. 
4 8 
4 8 3 
4 6 1 
4 3 1 
4 3 8 
4 2 5 
4 1 10 
4 15 
4 11 
4 7 3 
4 10 6 
4 9 9 


103 

103 

101 

97 

98 

97 

96 

95 

95 

102 

106 

105 


January 


^ 8. d. 
4 6 10 

3 13 9 

4 19 
3 17 
3 18 8 
3 14 1 
3 14 11 
3 16 8 

3 17 

4 2 3 
4 4 11 
4 2 1 


109 


February 


February 


92 


MflTftb 


March 


102 


Anril 


April 


96 


TW'a V 


X •• 

May 


98 


Jime 


June 


92 


July 


July 


94 


A n finist ♦,,,♦*- 


<j 

Au£?ust 


96 


September 

October 


September 

October 


96 
103 


November 

December 


November 

December 


106 
108 
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TABLE IV. Cordvnued. — Monthly AvBSAaBs of Mikimttm Batb ov 

Bank of GsBiiANT. 



1846-53. 


1854r-61. 


Average Bate of 8 Years, 
£4t 6s. 2d. 


Bate of 

8 Years 

=100. 


Average Bate of 8 Years, 
.£4 Ss. 8d. 


Bate of 

8 Years 

=100. 


Jn.7Tqfi.Ty ,..,,,,., 


^ 8. d. 
4 7 6 
4 6 3 
4 4 6 
4 6 
4 5 
4 5 
4 7 
4 6 3 
4 6 
4 7 6 
4 7 6 
4 7 6 


105 
104 
101 
102 
102 
102 
105 
104 
102 
105 
105 
105 


Januarv 


£ s. d. 
4 14 2 
4 9 4 
4 8 5 
4 7 6 
4 6 6 
4 6 
4 4 
4 3 3 
4 6 8 
4 11 5 
4 13 6 
4 14 10 


106 


Ve^TTiftTv ......... 


"Pftbi^iarv ...... x.x 


101 


HflTfl-mli ,,,,.,,,.,., 


March ..,....,. x . . 


100 


April 


April 


99 


May 


x^ 

May 


97 


June ............... 


^^ •z • 

June 


96 


July 


July 


95 




V ii«j .,, 

Alienist 


94 


September 

October 


September 

October 


98 
103 


November 

December 


November 

December 


105 
107 


1862S9. 


1870-77. 


Average Bate of 8 Years, 
^ 128. Od. 


Bate of 

8 Years 

=100. 


Average Bate of 8 Years, 
.£4 9s. 9d. 


Bate of 

8 Years 

=100. 


JfljTlTlflfTV ......... 


£ 8. d. 
4 12 7 
4 7 6 
4 6 3 
4 6 3 
4 13 4 
4 16 
4 12 6 
4 6 8 
4 8 8 
4 19 1 
4 19 8 
4 17 8 


100 

95 

94 

94 

101 

103 

100 

93 

96 

107 

108 

106 


January .,....,.. 


£ 8. d. 
4 16 
4 9 
4 5 
4 2 6 
4 6 6 
4 4 11 
4 11 3 
4 12 8 
4 9 2 
4 18 4 
4 17 
4 17 10 


107 


T'ebmarv ......... 


February 


90 


IVTaT'oh ............ 


March 


89 


April 


April 


92 


Mav .,...,..,-..--- 


X 

May 


96 


June 


June 


95 


July 


July 


102 


" *** J 

Ancriiflt 


"^ J ••• 

August 


103 


"**•*•© MOW •.•••••••... 

September 

October 


September 

October 


99 
110 


November 

December 


November 

December 


108 
109 


1846-61. 


1862-77. 


Average Bate of 16 Years, 
M 7s. 5d. 


Bate of 

16 Yrs. 

=100. 


Average Bate of 16 Years, 
^4 10s. lid. 


Bate of 

16 Yrs. 

=100. 


JflinnflrTT .t.TTt.T- 


£ 8. d. 
4 10 
4 7 9 
4 8 5 
4 6 3 
4 6 9 
4 5 
4 5 6 
4 4 9 
4 5 10 
4 9 5 
4 10 6 
4 11 2 


104 

100 

101 

99 

98 

97 

98 

97 

98 

102 

103 

104 


January ......... 


£ 8. d. 
4 14 3 
4 4 1 
4 3 4 
4 4 4 
4 9 11 
4 9 11 
4 11 10 
4 9 2 
4 8 11 
4 8 9 
4 18 4 
4 17 9 


103 


T'ebmarv ........ t 


"Pebi^iary ......... 


92 


Marcb ............ 


March 


91 


Auril 


April 


92 


May 


± 

May 


- 99 


•"■■.**j 

June ..»-.- 


June 


99 


Jtdv 


July 


101 


" *** J 

A-Hctosd ............ 


V ***^ ............... 

Au&rust 


98 


September 

Ociober 


September 

October 


98 
97 


November 

December 


November 

December 


108 
107 
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TABLE V. — Bankebs* Clbabino House Ebtubns, 1868-1878. Arraoiged 
BO as to Show the Amount of Business Passing Through the Clearing 
House in each Month of the Year. 



1868. 

Amount of Year, .£3,466,045,000. 

Weekly Average, Je65,397,075 = 100. 


1869. 

Amount of Year, .£3,601,676,000. 

Weekly Average, .£69,263,000 = 100. 


Weekly Average in Montbfl of 


Weekly Average in Months of 


JamiaTv ......... 


£ 
62,569,200 
65,565,750 
66,276,000 
66,740,600 
60,474,500 
65,802,750 
68,612,800 
66,087,000 
61,732,400 
64,569,500 
68,038,250 
68,103,000 


96 
100 
101 
102 

92 
100 
105 
101 

94 

99 
104 
104 


January 


69,933,000 
72,533,500 
73,395,400 
70,375,000 
67,652,000 
67,663,000 
70,428,500 
68,489,000 
63,408.000 
71,227,750 
68,244,000 
68,762,600 


101 


T'ebruarv 


February 


105 


March 


March 


106 


April 


April 


101 


TVf ay ............... 


May 


98 


JuHA 


^^ •/ ••••••••• 

June '. 


98 


Jtdv 


July 


102 


AufiTUst 


" J 

Augrust 


99 


September 

October 


September 

October 


92 
103 


November 

December 


November 

December 


98 
99 



1870. 

Amount of Year, .£3,904,825,000. 

Weekly Average, .£75,092,788 = 100. 

Weekly Average in Months of 



January 
February 
March ... 
April ... 

May 

June 



July 

Augiist 

September 

October 

November 
December. . 



£ 
80,264,750 
79,078,250 
79,233,800 
71.934,000 
76,056.500 
75,536,600 
86,226,250 
73,354,200 
63.539,750 
71,584,750 
74,085,800 
69,759,000 



107 

105 

106 

96 

101 

101 

115 

98 

85 

95 

99 

93 



1871. 

Amount of Year, .£4,787,217,000. 

Weekly Average, .£92,061,865 = 100. 

Weekly Average in Months of 



January 
February- 
March ... 
April ... 

May 

June 



July 

August 

September 

October 

November 
December.. 



£ 
78,378,250 
81,901,750 
85,587,600 
88,825,000 
90,383,000 
82,309,000 

103,400.000' 
92,522.000 
97,609,250 

106,569,250 
98,099,800 
99,571,250 



85 

89 

93 

96 

98 

89 

112 

100 

106 

116 

107 

108 



1872. 

Amount of Year, ^5,903,720,000. 

Weekly Average, .£113,533,076 = 100. 

Weekly Average in Months of 



January .. 
February .. 

March 

April 

May 

June 

July 

August 

September 

October 

November 
December.. 



£ 

121,418,800 
106,263,250 
119.238,750 
106,968,750 
110,579,600 
112,854,250 
127,685,600 
111,564,000 
108.025,750 
117,493,000 
103,991,000 
108,048,250 



107 
93 

105 
94 
97 
99 

112 
98 
95 

103 
91 
95 



1873. 

Amount of Year, .£6,161,500,000. 

Weekly Average, .£116,254,717 = 100. 

Weekly Average in Months of 



January .. 
February .. 

March 

April 

May 

June 

July 

August 

September 

October 

November 
December.. 



£ 
121,166,800 
124,083,250 
122,253,000 
115.302,400 
111,203,000 
111,864,250 
119,564,400 
115,660,000 
104,408,250 
115,498,000 
118,251,500 
114,695^00 



104 

107 

105 

99 

96 

96 

103 

100 

90 

100 

102 

99 



For Each Month, 1868-1878. 
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TABLE V. Continued, — ^Bakeebs' Oleasino House Retubns, 1868-1878. 
Arranged so as to Show the Amount of Business Passing Through the 
Clearing House in each Month of the Year. 



Amount of Year, .£5,916,195,000. 
Weekly Average, .£113,771,057 = 100. 

Weekly Average in Months of 



January 
February 
March ... 



April 

TAskj 

June 

July 

August 

September 

October 

November 
December.. 



£ 
115,069,250 
116,598,000 
116,892,000 
112,515,800 
111,751,000 
115,464,500 
117,503,000 
108,045,500 
116,944,000 
109,564,750 
111,989,000 
111,977,000 



101 

102 

103 

99 

98 

101 

103 

95 

103 

96 

98 

98 



1875. 

Amount of Year, .£5,646,993,000. 

Weekly Average, .£108,734,000 = 100. 

Weekly Average in Months of 



January 
Febniary 
March ... 



April 

May 

June 

July 

August 

September 

October 

November 
December. . 



.£ 




120,393,000 


110 


123,265,000 


113 


120,125,000 


110 


110,022,000 


101 


111,180,000 


102 


107,083,000 


99 


105,108,000 


97 


101,123,000 


93 


101,075,000 


93 


99,905,000 


92 


106,080,000 


98 


99,452,000 


92 



1876. 

Amount of Year, .£4,958,963,000. 

Weekly Average, .£95,479,000 == 100. 


1877. 

Amount of Year, .£5,004,991,000. 

Weekly Average, ^96,249,826 = 100. 


Weekly Average in Months of 


Weekly Average in Months of 


JanuAT^ . . t - 


£ 

113,179,000 

105,200,000 

100,144,000 

99,104,000 

97,729,000 

82,067,000 

98,854,000 

86,982,000 

85,778,000 

92,366,000 

93,108,000 

91,237,000 


118 

110 

105 

104 

102 

86 

103 

91 

90 

96 

97 

95 


January 


£ 

102,107,000 
98,496,000 
99,694,000 
91,762,000 
95,752,000 
94,698,000 

101,247,000 
90,427,000 
91,340,000 

101,204,000 
93,999,000 
93,149,000 


106 


Februarv 


Februarv 


102 


H/TftTCh .,,,.,,.,.-. 


March 


104 


April 


April 


96 


Ma V . . . . T , , t T r T T T 1 - 


X 

May 


100 


Jnne .....'. .....tt-- 


June 


98 


July 


July 


105 


" *** J 

August 


J 

Augrust 


94 


September 

October 


September 

October 


95 
105 


November 

December 


November 

December 


98 
97 


1878. 

Amount of Year, je5,005,24iB,000. 

Weekly Average, .£96,254,000 = 100. 


Weekly Average in Months During the 
Eleven Years, 1868-78. 


Average of Eleven Years, 1868-78, 
.£94,589,319 = 100. 


Weekly Average in Months of 


Jfliimarv 


£ 

100,805,000 

100,329,000 

104,129,000 

97,087,000 

92,823,000 

100,112,000 

111,209,000 

91,737,000 

91,477,000 

94,132,000 

81,344,000 

86,384,000 


104 

104 

108 

101 

96 

104 

115 

95 

95 

98 

84 

90 


January 


£ 
98,207,641 
97.573,977 
98,815,322 
93,694,231 
93,234,872 
92,314,032 
100,894,413 
91,453,654 
89,576,127 
94,919,454 
92,475,486 
91,912,627 


104 


"Pftbrnarv 


February 


103 


M^flifih 


March 


104 


A"Dril 


April 


98 


'M"n.v 


May 


98 


June 


June 


97 


Jnlv 


July 


106 


W ^'■^J ............... 

Alienist 


AufiTUSt 


96 


September 

October 


September 

October 


94 
100 


November 

December 


November 

December 


97 
97 



p 
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CHAPTER VIII. 



VAEIATIONS IN THE EATB OHAEGED BY THE 
BANK OF ENGLAND PEOM 1844 TO 1878. 

Though the rate of discount charged by the Bank of 
England is, perhaps, no longer at the present time so 
close a guide to the market value of money as it for- 
merly was in years past, yet it is still a most valuable 
index to the fluctuations in that market, and to the 
course of monetary affairs generally, and an examination 
into the variations of the rate charged is a necessary 
part of an analysis of the transactions of the Bank. 
The tables which will be found at the end of this 
chapter have been prepared from sources which may be 
rehed on for their accuracy. Of these tables, the first, 
No. VI., gives the average rate of discount charged 
month by month by the Bank of England during the 
period from 1845 to 1878; it also shows the propor- 
tion which the rate charged in each month bore to the 
average rate of the year. Summary tables, at page 
109, show the average monthly rates for the seventeen 
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years, 1845-61, 1862-1878, and for the whole period, 
1845 to 1878. Table No. VII., pages 78-9, gives at 
one view a statement of the changes in the Bank rate 
from the date in 1844, when the Bank Act came into 
operation, to the close of the year 1878. It gives the 
number of changes of the rate in each year, and the 
total number of days at each rate in each year. A 
supplementary Table, No. XIII., page 110 is added, 
giving the number of days at each rate, arranged from 
the lowest rate to the highest ; and the number of days 
at each rate, arranged from the greatest number of days 
which each rate lasted to the smallest. 

These tables thus form, collectively, a kind of rough 
chart, showing the course which the market value of 
money has taken during the entire period over which 
they extend. Some curious information can be gathered 
from examining them. First, there is the greatest diflfer- 
ence,'as will be seen at a glance, between the course 
of business in one year and another. In one year, 1851, 
no change is marked ; in each of the years 1846, 1849, 
and 1850, there is but one alteration of the rate; in 
the year 1873 no less than twenty-four changes, one 
nearly every fortnight, are marked. Next, if we look 
down the column in the table giving the total number 
of changes in the Bank rate, we shall be struck with 
the fact of how much that number has increased. As 
far down as the year i860 the changes are comparatively 
few in number. Yet the period from 1844 to 1859 in- 
cluded two panics, those of 1 847 and 1 857, both of them 
of considerable severity. In both of these years, 1847 
and 1857, the changes in the Bank rate amounted to 
nine in munber. This was considered in those days an 
almost unprecedented number of variations. If we ex- 
clude these two years, we shall find in the earlier period 
under observation, namely, that from 1844 to 1860, 
only two years, 1855 and 1856, in. which the number 
of changes amounted to seven in each ; two years 
besides, 1853 and 1858, in which they were six in 
number; in one year, 1859, there were five changes; 
and in the remaining years the number of changes varied 

f2 
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from one to three ; in one year, 1851, there was actually 
no change whatever recorded. But in the part of the 
table dealing with the period closer in date to the present 
time, we shall find that a totally diflFerent state of things 
prevails. If we carry our eyes down this later part of 
the column we shall find that, with the exception of the 
year 1862, in which there were five changes, no year 
from 1860 onwards has less than ten changes recorded 
as occurring in it, with the exception of those years 
which, like 1867, 1868, 1869, and again 1876 and 1877, 
were years of great commercial depression. In one 
year in recent times, 1873, as mentioned before, no less 
than twenty-four changes are recorded, and an average 
of a variation once in every month will be seen to be 
not an uncommon thing. The year 1879, in which up 
to the month of April no less than four changes have 
been announced, may possibly equal many of its prede- 
cessors, if the remaining portion of the twelvemonth 
follows the same course in the rapidity and the great- 
ness of its fluctuations. 

Further, if we examine the smaller tables we shall 
find that during the greater part of the time the rate 
charged by the Bank has been, comparatively speaking, 
a low one. Out of 12,535 days under consideration, the 
Bank rate stood at 3 per cent., or below it, during 
6,118 — that is to say, during nearly half out of the 
whole number. And if we take the rates up to 4 per 
cent, inclusive, which we may call moderate rates, as 
even 4 per cent, can hardly be called a high rate, we 
shall find that they comprise two-thirds of the whole. 
A column has been added to the two smaller tables for 
facility of comparison, showing the proportionate part 
of the time which each rate has stood at, reckoning the 
whole period as equalling 1,000. This column shows us 
that during more than one-fifth of the whole time a rate 
of 3 per cent, has been charged, and that rates varying 
from 4l\ per cent, to 10 per cent, have been in force 
during one-third of the whole period. The whole results 
may be summarised thus : — From 1844 to 1878, a low 
rate, from 2 per cent, to 2^ per cent., was charged 
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during about one-quarter of the time ; a moderate rate, 
not exceeding 3 per cent., was charged during nearly- 
half the time ; a rate not exceeding 4 per cent, was 
charged during two-thirds of the time ; and during one- 
third of the time a high rate of 4^ per cent, and 
upwards was charged. 

If we look to the larger table again, we shall see a 
fact expressed very clearly, the force of which every one 
whose business is to deal in money has experienced 
during the last few years, namely, that the number of 
days at the higher rates has been greater in the more 
recent periods. If we except the panic year, 1 847, we 
shall never find, down to the year 1853 inclusive, the 
rate exceeding 5 per cent. ; and indeed a 5 per cent, 
rate was then most rarely attained. In those days a 
4 per cent, rate was one of unusual severity. In the 
latter part of the table the higher rates are the more 
frequent. Though it may have been but for a week, 
yet during the last nine years the Bank rate has never 
failed to reach 5 per cent. ; even in such a year as 1876, 
during which the average rate for the year was but 
little more than half 5 per cent., being only £2 12s. Id. 
for the twelvemonth, and in 1877, in which the yearly 
average was only £2 18s., the same result occurred. 
Thus also during the last ten years the Bank rate has 
always stood for some short time at 4 per cent., while 
during the first ten years under consideration that rate 
was only reached three times. Yet, again, it is during 
the more recent years that extremely low rates con- 
tinuing over long periods of time have prevailed. 

If we take the year 1860, again, as a central point 
for our investigation, we shall find that the Bank rate 
only dropped to 2 per cent, during two of the years 
which preceded it, namely, in 1851 and 1853, and in 
one of those years, 1853, the rate only stood at 2 per 
cent, for six days. But in eight of the years since 
1860, namely, in 1862, 1867, 1868, 1871, 1875, 1876, 
1877, and 1878, the Bank rate has stood at 2 per cent., 
as well as in the present year 1879. Indeed, out of 
two years just passed, namely, 1876 and 1877, the 
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Bank rate has been at 2 per cent, during no less a 
length of time than 425 days, that is to say, for more 
than one year out of the two ; and in the years 1867 
and 1868 the rate was at 2 per cent, for 483 days out 
of the two years, one year and four months. Therefore, 
though a very low rate has frequently prevailed during 
recent years, a very high rate has also been frequently 
in force. While the fluctuations in the Bank rate of 
late have been more frequent, they have also been more 
marked. The variations are thus showi;i to have been 
more extreme during the recent periods. Thus, for 
example, to take instances from the earlier and the 
later portions of the table, the average rate in 1846 
was £3 6s. 6d., but the highest rate in that year was 
3j; the average rate in 1875 was lower, being only 
£3 4s. 8d., but the highest rate reached in that year 
was 6 per cent., though that rate was only charged 
during seven days, and 5 per cent, was only charged 
during an equal length of time. It may be added that 
the proportion of the reserve of the Bank to its 
liabilities was very much the same during both these 
years ; it was 42 per cent, in 1846, and 43 per cent, in 
1875. Though the variations -in the rate have been 
more frequent of recent years, this cannot fairly be 
ascribed to the fact that the proportion of the reserve to 
the liabihtles has on an average greatly changed during 
the period under consideration. Nor can the number 
of the. fluctuations in the rate be ascribed in anything 
but a very general way to the action of the Bank itself. 
The Bank has been merely, in a great degree, the pas- 
sive agent for registering the changes in the value of 
money which have either actually occurred or have been 
imminent in the outside market. If the Bank has 
taken the lead in making any change in the rate, it has 
generally been because it was obvious that the outside 
rate would conform to the movement, whether the 
change was a rise or a fall. There have been* periods, 
no question, when the Bank rate has not been in exact 
harmony with the market rate. Thus, for instance, in 
the autumn of 1877, the Bank put its rate up to 5 per 
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cent., and kept it there for a period of 49 days, a period 
of seven weeks, though the market rate did not 
stand at anything like so high a figure during that 
time. During this period the Bank was carrying out 
strictly and honestly one of the most difficult of the 
important duties with which it is charged, and that is 
the duty imposed on it through the fact that it is the 
custodian of the bullion reserve of the coimtry. In the 
pursuance of this duty the Bank put its rate up, though 
there was no corresponding disposition to a rise in the 
outer market, and this action on its part attracted in 
time sufficient gold to its treasury. 

But leaving these exceptional cases on one side, the 
main point remains, that the fluctuations in the Bank 
rate represent, broadly speaking, the fluctuations in the 
market value of money, and further, that these varia- 
tions tend to increase in number during recent times, 
and also to become more sharp. As there is no reason 
for ascribing the fact of these variations to the action ot 
the Bank itself, the reason must be sought in the action 
of the outside market. Some of the occasions on which 
high rates have been charged, have been times when 
bullion has been required for export. Some have been 
periods when the demand for loanable capital for busi- 
ness purposes has been great. Periods immediately fol- 
lowing those years in which great amounts of capital 
have been set fast, or exported out of the country, are 
those in which the rates of interest have naturally been 
high. In 1847 the large sums set fast in the construc- 
tion of railways, in 1857 the creation of a considerable 
number of joint stock companies, in both these periods, 
and in 1866, over-speculation led to^the panics which 
took place at these respective dates. jThe greater swift- 
ness with which the panic of 1866 came on, when com- 
pared with those which preceded it, was due to the same 
cause as that which has occasioned the greater suscepti- 
bility to fluctuation in the value of money in recent 
years, namely, the vast growth of Ibanable capital in 
the coiuitry, and of the money held by banks and dis- 
count houses, in comparison with the reserve of ready 
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money of capital in the form of hard cash which is held 
against these liabilities. The real reserve in actual cash 
of the banks of the country is the amount of the reserve 
held by the Bank of England, and though that reserve 
has been considerably augmented of late, yet it has not 
increased in proportion to the demands which may be 
made upon it. That greater difficulties have not 
occurred of late years in otir banking history is due to 
the great care taken generally by the Bank of England, 
which has been careful to adjust its rate in such a 
manner as to protect the reserve of bullion which it 
holds. When a demand arises for bullion for exporta- 
tion without any corresponding demand for loanable 
capital for discount purposes occurring at the same time, 
it may become necessary for the Bank to raise the rate 
which it charges considerably above the market rate in 
order to protect its reserve. But as the amount of 
loanable capital outside the Bank of England has till 
recently increased in a larger proportion than the 
amount of loanable capital which the Bank holds, it has 
become more difficult for the Bank to maintain that 
influence over the market rate which it is needful for 
it to exert. The more close is the harmony existing 
between the market rate and the Bank rate the more 
swiftly is the Bank able to influence the market rate, 
and thus to regulate the amount of its reserve. The 
more carefully the business of banking is conducted 
throughout the country the less will the danger be of 
those demands which arise through the results of in- 
flation of business and over-trading. The influence 
which bankers generally can exert over the business 
of the country is very great, and considering the ex- 
treme delicacy of our money market the more needful 
it is that that influence should be continually exerted 
on the side of prudence. 

This statement will give our readers a clear view of 
the fluctuations in the rate of interest charged by 
the Bank of England during the period from 1844 
to 1878. We propose in the next two chapters to 
carry the investigation somewhat farther, and to 
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examine in some detail into the rates charged by 
the Bank of France and the Bank of Germany in a 
similar manner. A table has been added, marked No. 
XII., at page 109, which shows at one view the fluctua- 
tions in the rates of discount charged by the Banks of 
England, France, and Germany, for the seventeen years, 
1845-1861, 1862-1878, and for the thirty-four years, 
1845-1878, collectively. This shows at one view what 
the course of these fluctuations has been. It will be 
observed that the last quarter in the year is the period 
of the greatest business activity throughout Europe; 
but there is a closer correspondence between the fluctua- 
tions in the rates charged in France and Germany, as is 
natural from the conditions under which business is 
conducted on the ContiQent, than between the rates 
charged in those countries and in England. 
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Monthly Average of Mini/m/um Bate 



TABLE YI. — Monthly Atesages or Minihttk Bate of Bank of 

ENQliAND — 1844 to 1878. 



1845. 



Arerage Bate of 

Year, 

£2 138. Sd. 



Jan 

Peb. ... 
March .. 
April ... 
May ... 
June ... 
July ... 
August. 
Sept. ... 
October 
Nov. ... 
Dec. ... 



£ 8. d. 

2 10 

2 10 

2 10 

2 10 

2 10 

2 10 

2 10 

2 10 

2 10 

2 15 9 

3 6 9 
3 10 



Bate 

of 

Year 

=100. 



93 

93 

93 

93 

93 

93 

93 

93 

93 

103 

124 

130 



1846, 



Ayerage Bate of 

Year, 

^63 6s. 6d. 



Jan...., 
Feb. ., 
March. .. 
April ... 
May ... 
June ... 
July ... 
August. 
Sept. ... 
October 
Nov. ... 
Dec. ... 



M 8. 

3 10 
3 10 
3 10 
3 10 
3 10 
3 10 
3 10 
3 
3 
3 
3 
3 



9 







d. 







11 







Bate 

of 
Year 
•=100. 



105 

105 

105 

105 

105 

105 

105 

105 

90 

90 

90 

90 



1847. 



Average Bate of 

Year, 

^5 38. 6d. 



Jan 

Feb. ... 
March .. 
April ... 
May ... 
June ... 
July ... 
August. 
Sept. ... 
October 
Nov. ... 
Dec. ... 



£ 8. 

3 10 

4 
4 

4 10 

5 
5 
5 
5 10 

5 9 

6 10 

7 12 
5 18 



d. 



2 






4 




Bate 

of 

Year 

=100. 



68 

77 

77 

88 

97 

97 

97 

106 

105 

126 

147 

114 





1848, 






1849. 






1850. 




Average Bate of 

Year, 

^3 14s. 5d. 


Bate 

of 
Year 
=100. 


Average Bate of 

Year, 

£2 18s. 7d. 


Bate 

of 

Year 

—100. 


Average Bate of 

Year, 

£2 108. Id. 


Bate 

of 

Year 

=100. 


Jan 

Feb. ... 
March .. 
April ... 
May ... 
June ... 
July ... 
August. 
Sept. ... 
October 
Nov. ... 
jL/ec. ... 


£ B. d, 
4 19 
4 
4 
4 
4 
3 14 
3 10 
3 10 
3 10 
3 10 

2 19 9 

3 


133 

107 

107 

107 

107 

99 

94 

94 

94 

94 

80 

80 


Jan 

Feb. ... 
March .. 
April ... 
May ... 
June ... 
July ... 
August. 
Sept. ... 
October 
Nov. ... 
Dec. ... 


£ 8. d. 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
2 16 5 
2 10 


102 
102 
102 
102 
102 
102 
102 
102 
102 
102 
96 
85 


Jan 

Feb. ... 
Ma.rch .. 
April ... 
May ... 
June ... 
July ... 
August. 
Sept. ... 
October 
Nov. ... 
x^ec. ... 


^ 8. d. 
2 10 
2 10 
2 10 
2 10 
2 10 
2 10 
2 10 
2 10 
2 10 
2 10 
2 10 
2 12 7 


100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
105 





1851, 








1852. 








1853. 






Average Bate of 


Bate 

of 
Year 
—100, 


Average Bate of 


Bate 

of 
Year 
-100. 


Average Bate of 


Bate 

of 

Year 

=100. 


Year, 
^3 Os. < 


[)d. 




Year, 
£2 3s. Od. 




Year, 
.£3 138. lOd. 


d. 




£ 


8. 


d. 






£ 8. 


d. 




£ 8. 




Jan 


3 








100 


Jan 


2 10 





116 


Jan 


2 12 


7 


71 


Feb. ... 


3 








100 


Feb. ... 


2 10 





116 


Feb. ... 


3 





81 


March .. 


3 








100 


March .. 


2 10 





116 


March .. 


3 





81 


April ... 


3 








100 


April ... 


2 6 


7 


108 


April ... 


3 





81 


May ... 


3 








100 


May ... 


2 





9^ 


May ... 


3 





81 


June ... 3 








100 


June ... 


2 





93 


June ... 


3 8 





92 


July ... 3 








100 


July ... 


2 





93 


July ... 


3 10 





95 


August. 


3 








100 


August. 


2 





93 


August.' 3 10 





95 


Sept. ... 


3 








100 


Sept. ... 


2 





93 


Sept. ...1 4 4 





114 


October 


3 








100 


October 


2 





93 


October 5 





135 


Nov. ... 


3 








100 


Nov. ... 


2 





93 


Nov. ... 5 





135 


j^ec. ... 


3 








100 'Dec. ... 


2 





93 


Dec. ... 5 





135 



Of Ba/nk of Englamd. 
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TABLE "VT. Continued — ^Monthxt Aybbaqeb of Minimum Bate 

ov Bane ov England. 





1854. 








1855. 






1856. 






Average Bate of 

Year, 

^5 2s. 3d. 


Bate 

of 

Year 

=100. 


Average Bate of 

Year, 

<£4 17s. lOd. 


Bate 

of 
Year 
—100. 


Average Bate of 

Year, 

<£6 Is. 2d. 


Bate 

of 

Year 

=100. 




£ 8. 


d. 






£ a. d. 






£ 8. 


d. 




Jan 


5 





98 


Jan 


5 


102 


Jan 


7 





115 


Feb. ... 


5 





98 


Feb. ... 


5 


102 


Feb. ... 


7 





115 


March.. 


5 





98 


March .. 


5 


102 


March .. 


7 





115 


April ... 


5 





98 


April ... 


4 10 6 


93 


April ... 


7 





115 


May ... 


5 8 





106 


May ... 


4 10 


92 


May ... 


6 15 





111 


June ... 


5 10 





108 


June ... 


3 18 


80 


June ... 


4 17 





80 


July ... 


5 10 





108 


July ... 


3 10 


71 


July ... 


4 10 





74 


August. 


5 2 


9 


101 


August. 


3 10 


71 


August. 


4 10 





74 


Sept. ... 


5 





98 


Sept. ... 


4 3 6 


85 


Sept. ... 


4 10 





74 


October 


5 





98 


October 


6 3 6 


126 


October 


6 10 





107 


Nov. ... 


5 





98 


Nov. ... 


7 


143 


Nov. ... 


7 





115 


Bee. ... 


5 





98 


Dec. ... 


7 143 \ 


Dec. ... 


6 9 


7 


107 





1857. 








1858. 








1859. 






Average Bate of 

Year, 

^6 13s. 3d. 


Bate 

of 

Year 

=100. 


Average Bate of 

Year, 

.£3 4s. 7d. 


Bate 

of 
Year 
=100. 


Average Bate of 

Year, 

£2 14s. 7d. 


Bate 

of 
Year 
=100, 




£ 8. 


d. 






£ s. 


d. 






£ B. 


d. 




Jan 


6 





90 


Jan 


5 18 


2 


183 


Jan.....*. 


2 10 





91 


Feb. ... 


6 





90 


Feb. ... 


3 





93 


Feb. ... 


2 10 





91 


March.. 


6 





90 


March .. 


3 





93 


March .. 


2 10 





91 


April ... 


6 7 


5 


95 


April ... 


3 





93 


April ... 


2 10 


2 


91 


May ... 


6 10 





97 


May ... 


3 





93 


May ... 


4 8 


6 


162 


June ... 


6 4 


5 


93 


June ... 


3 





93 


June ... 


3 3 


7 


lie 


July ... 


5 17 


6 


88 


July ... 


3 





93 


July ... 


2 15 


6 


102 


August. 


5 10 





82 


August. 


3 





93 


August. 


2 10 





91 


Sept. ... 


5 10 





82 


Sept. ... 


3 





93 


Sept. ... 


2 10 





91 


October 


6 18 





103 


October 


3 





93 


October 


2 10 





91 


Nov. ... 


9 8 





141 


Nov. ... 


3 





93 


Nov. ... 


2 10 





91 


A^ec. ... 


9 14 


5 


146 


Dec, . . . 


2 13 


9 


83 'Dec. ... 


2 10 





91 





1860. 






1861. 








1862. 






Average Bate of 


Bate 

of 
Year 
=100. 


Average Bate of 


Bate 

of 
Year 
=100. 


Average Bate of 


Bate 

of 
Year 
=100. 


Year, 
.£4 3s. 7d. 


Year, 
£5 5s. 4d. 




Year, 
£2 10s. 7d. 






£ s. d. 






£ a. 


d. 






£ 8. 


d. 




Jan 


2 15 


66 


Jan 


6 18 





131 


Jan 


2 13 


9 


106 


Feb. ... 


4 


96 


Feb. ... 


6 18 





131 


Feb. ... 


2 10 





99 


March .. 


4 


96 


March .. 


7 16 


3 


148 


March .. 


2 10 





99 


April ... 


4 14 7 


113 


April ... 


5 8 


3 


103 


April ... 


2 10 





99 


May ... 


4 12 5 


110 


May ... 


5 11 


7 


106 


May ... 


2 13 


9 


106 


June ... 


4 


96 


June ... 


6 





114 


June ... 


3 





119 


July ... 


4 


96 


July ... 


6 





114 


July ... 


2 12 


1 


103 


August. 


4 


96 


August. 


4 16 


7 


91 


August. 


2 





79 


Sept. ... 


4 


96 


Sept. ... 


3 15 


9 


72 


Sept. ... 


2 





79 


October 


4 


96 


October 


3 10 





66 


October 


2 1 


3 


81 


Nov. ... 


5 3 


120 


Nov. ... 


3 1 


6 


58 


Nov. ... 


3 





119 


Dec. ... 


4 19 9 


119 


i^ec. ... 


3 





57 


i^ec. ... 


3 





119 



76 



Monthly Averages of Minimum Rate 



TABLE VI. Continued — ^Monthly Ayebaobs of Minihttm Bate 

OF Bank of England. 



1863. 



Average Bate of 

Year, 

£4> 88. 2d. 


Bate 

Year 
—100. 




£ B. 


d. 




Jan 


8 13 


6 


83 


Feb. ... 


4 6 





97 


March. .. 


4 





91 


April ... 


3 16 


7 


87 


May ... 


3 9 


5 


79 


June ... 


4 





91 


July ... 


4 





91 


August. 


4 





91 


Sept. ... 


4 





91 


October 


4 





91 


Nov. ... 


5 13 


9 


129 


Dec. ... 


7 15 





176 



1864. 



Average Bate of 

Year, 

£7 8s. Od. 



Jan 

Feb. ... 
March .. 
April ... 
May ... 
June ... 
July ... 
August . 
Sept. ... 
October 
Nov. ... 
Dec. . . . 



M 8. 

7 9 
6 18 
6 
6 7 

8 7 
6 8 
6 6 
8 

8 12 

9 
8 
6 12 



d. 
9 


6 
5 
9 

2 


2 




Bate 

of 

Year 

=100. 



101 

93 

81 

86 

113 

87 

85 

108 

116 

121 

108 

89 



1865. 



Average Bate of 

Year, 

w£4 15s. 4d. 



Jan 

Feb. ... 
March... 
April ... 
May ... 
June ... 
July ... 
August. 
Sept. ... 
October 
Nov. ... 
Dec. ... 



£ 8. d. 
6 14 2 

5 
4 12 2 
4 
4 8 
3 4 

3 2 5 

4 
3 19 

6 14 
6 16 
6 4 



5 
7 

3 
2 



Bate 

of 

Year 

=100. 



119 

105 

97 

84 

92 

67 

65 

64 

83 

141 

143 

130 



1866. 



Average Bate of 

Year, 

£6 198. Od. 



Jan 

Feb. ... 
March .. 
April ... 
May ... 
June ... 
July ... 
August. 
Sept. ... 
October 
Nov. ... 
Dec. . . . 



£ 8. d. 

8 2 

7 3 7 
6 12 
6 

9 12 
10 
10 

8 18 
5 15 
4 10 
4 17 
3 17 9 



Bate 

of 
Year 
=100. 



115 

103 

95 

86 

130 

144 

144 

128 

73 

65 

59 

56 





1867. 








1868, 






Average Bate of 


Bate 

of 
Year 
—100. 


Average Bate of 


Bate 

of 

Year 

=100. 


Year, 
£2 108. 9d. 




Year, 
£2 Is. lid. 




£ 8. 


d. 




£ 8. 


d. 




Jan 


3 10 





138 


Jan 


2 





95 


Feb. ... 


2 17 


7 


113 


Feb. ... 


2 





95 


March .. 


3 





118 


March .. 


2 





95 


April ... 


3 





118 


April ... 


2 





95 


May ... 


3 


9 


119 


May ... 


2 





95 


June ... 


2 10 





98 


June ... 


2 





95 


July ... 


2 9 





96 


July ... 


2 





95 


August. 


2 





79 


August. 


2 





95 


Sept. ... 


2 





79 


Sept. ... 


2 





95 


October 


2 





79 


October 


2 





95 


Nov. ... 


2 





79 


Nov. ... 


2 3 





103 


Dec. ... 


2 





79 


Dec. ... 3 





143 





1869, 








1870. 






1871. 






Average Bate of 

Year, 

£S 48. 2d. 


Bate 

of 

Year 

=100. 


Average Bate of 

Year, 

^3 28. Od. 


Bate 

of 

Year 

—100. 


Average Bate of 

Year, 

£2 178. 8d. 


Bate 

of 

Year 

—100. 




£ 8. 


d. 






£ 8. d. 






£ 8. 


d. 




Jan 


3 





93 


Jan 


3 


97 


Jan 


2 10 





87 


Feb. ... 


3 





93 


Feb. ... 


3 


97 


Feb. ... 


2 10 





87 


March .. 


3 





93 


March .. 


3 


97 


March .. 


3 


6 


104 


April ... 


4 





125 


April ... 


3 


97 


April ... 


2 13 


6 


93 


May ... 


4 9 


9 


140 


May ... 


3 


97 


May ... 


2 10 





87 


June ... 


4 





125 


June ... 


3 


97 


June ... 


2 6 


7 


80 


July ... 


3 6 





103 


July . . . 


3 9 2 


111 


July ... 


1 14 


7 


60 


August. 


2 17 


5 


89 


August. 


5 2 7 


165 


August. 


2 





69 


Sept. ... 


2 10 





78 


Sept. ... 


3 16 


99 


Sept. ... 


2 6 


7 


81 


October 


2 10 





78 


October 


2 10 


81 


October 


5 9 





189 


Nov. ... 


2 17 


9 


90 


Nov. ... 


2 10 


81 


Nov. ... 


4 9 


3 


154 


Dec. ... 


3 





93 


Dec. ... 


2 10 


81 


Dec. ... 


3 5 


9 


114 



Of Bank of England. 
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TABLE VI. Continued — Monthly Ayebaqes of Minimum Bate 

OF Bank oe England. 





1872. 






1873. 






1874. 






Average Bate of 

Year, 

^4 2s. Od. 


Bate 

of 
Year 
=100. 


Average Bate of 

Year, 

£4^ 15s. lOd. 


Bate 

of 
Year 
=100. 


Average Bate of 

Year, 

^3 138. lOd. 


Bate 

of 
Year 
= 100. 


Jan 


£ s. d. 
3 


73 


Jan 


£ s. d. 
4 11 9 


96 


Jan 


£ 8. 

3 18 


d. 
9 


106 


Feb. ... 


3 


73 


Feb. ... 


3 10 


73 


Feb. ... 


3 10 





95 


March.. 


3 


73 


March. .. 


3 13 


76 


March. .. 


3 10 





95 


April ... 
M&y ... 
June ... 


3 14 

4 15 3 
3 10 


90 
116 

85 


April ... 
May ... 
June ... 


4 

5 5 3 

6 3 7 


83 
110 
129 


April ... 
May ... 
June ... 


3 10 

4 
2 16 



5 
5 


95 

109 

76 


July ... 
August. 
Sept. ... 
October 


3 5 3 
3 10 
3 14 3 

5 14 9 


79 

85 

90 

140 


July ... 
August. 
Sept. ... 
October 


5 17 
3 7 11 
3 2 10 

6 15 


106 
71 
65 

127 


July ... 
August. 
Sept. ... 
October 


2 10 

3 13 
3 
3 11 


9 



7 


69 
99 
81 
97 


Nov. ... 


6 9 9 


158 


Nov. ... 


8 2 


169 


Nov. ... 


4 8 


2 


119 


Bee. ... 


5 9 9 


133 


Dec. ... 


4 17 7 


102 


Dec. ... 


6 





163 





1875. 








1876. 








1877. 






Average Bate of 
Year, 
je3 48. 8d. 


Bate 

of 
Year 
—100. 


Average Bate of 

Year, 

^62 12s. Id. 


Bate 

of 

Year 

=100. 


Average Bate of 

Year, 

£2 18s. Od. 


Bate 

of 

Year 

=100. 




£ s. 


d. 






£ s. 


d. 






£ 8. 


d. 




Jan 


4 13 


5 


144 


Jan 


4 15 


3 


183 


Jan 


2 





69 


Feb. ... 


2 18 


7 


90 


Feb. ... 


4 





154 


Feb. ... 


2 





69 


March.. 


3 10 





108 


March .. 


3 19 





152 


March .. 


2 





69 


April ... 


3 10 





108 


April ... 


2 14 


6 


104 


April ... 


2 





69 


May ... 


3 10 





108 


May ... 


2 





77 


May ... 


2 19 





102 


June ... 


3 10 





108 


June ... 


2 





77 


June ... 


3 





103 


July ... 


3 2 


11 


97 


July ... 


2 





77 


July ... 


2 6 


3 


79 


August. 


2 4 


7 


69 


August. 


2 





77 


August. 


2 2 


6 


73 


Sept. ... 


2 





62 


Sept. ... 


2 





77 


Sept. ... 


3 





103 


October 


3 2 


11 


97 


October 


2 





77 


October 


4 12 





158 


Nov. ... 


3 11 





110 


Nov. ... 


2 





77 


Nov. ... 


4 17 


9 


168 


Dec. ... 


3 1 


10 


96 


Dec. ... 2 





77 


Dec. ... 


4 





138 



1878. 



Average Bate of Year, 
^3 15s. 8d. 



January .. 
February .. 

March 

April , 

May 

June 

July 

August 

September 
October ., 
November 
December. 



£ 
3 
2 
2 
3 
3 
2 
3 
4 
5 
5 
5 
5 



s. d. 

6 6 



3 6 



6 

10 6 
16 3 
14 



13 

11 9 




Bate of 
Year 
=100. 



88 

53 

57 

79 

80 

67 

101 

125 

133 

151 

149 

133 



1845-78. 



Average Bate of 34 Years, 
^3 17s. 9d. 



January ., 
February . , 
March ..... 

April 

May 

June 

July 

August.... 

September 

October.... 

November 

December. 



2 

6 
1 



£ s. d. 

4 6 

3 15 
3 15 

3 14 

4 1 
3 15 11 
3 13 4 
3 13 2 

3 10 

4 2 6 
4 8 8 
4 4 5 



Bate of 

34 Yrs 

= 100. 



103 

96 

96 

95 

104 

98 

94 

94 

90 

105 

114 

108 



78 



Changes in Rate of 



Tablb of the Ohanqes in the 

Yeas, since 



TABLE VII.— BANK OP ENGLAND 
Bats of Discount Chabosd by the 
1st Septembeb, 1844 (when the Bank 



Years. 

1844 

1845 

1846 

1847 

1848 

1849 

1850 

1851 

1852 

1853 

1854 

1855 

1856 

1857 

1858 

1859 

1860 

1861 

1862 

1863 

1864 

1865 

1866 

1867 

1868 

1869 

1870 

1871 

1872 

1873 

1874 

1875 

1876 

1877 

1878 



Number of Changes. 



Rise. FalL Total. 

1 

2 

1 1 

6 3 9 

3 3 

1 1 

1 



6 
1 
4 
2 
6 

2 
8 
3 
2 

8 
7 
8 



2 
3 

4 
4 
9 
11 
6 
5 
1 
4 
6 



2 

• • • 

1 
4 
5 
3 
6 
3 
3 
8 
3 
4 
8 
8 
9 
3 

• •• 
4 
6 
6 
5 

13 
7 
7 
4 
3 
4 



2 

6 
2 

8 

7 

9 

6 

5 

11 

11 

5 

12 

15 

16 

14 

3 

2 

7 

10 

10 

14 

24 

13 

12 

5 

7 

10 



2% 



Days. 



253 
6 



2i% 



98 



159 
324 



70 



56 
255 
170 

56 



Days. 



28 



2i%- 



Days. 

117 
289 



39 
360 

• • • 

113 
14 



22 

288 
19 

• • • 

147 



3% 



56 
14 
77 
93 
124 



42 
21 

7 
28 



Days. 

• • • 

21 

126 

14 

59 

326 

5 

365 

• • • 

133 



301 
35 
12 

54 

120 

31 

••• 
42 

• • • 

112 
28 

183 

223 
66 

123 
35 
70 
84 
14 

100 
91 



3i% 



Days. 

• • • 

55 

239 

7 

140 



91 



84 



7 
14 

• • • 

49 

• • • 

12 

• ■• 
21 
11 
38 

••• 
21 
9 
14 
76 
76 

119 

147 
14 

• • • 

28 



4% 



Days. 



177 
40 



14 



226 
21 

••• 
241 

• • • 

98 
42 



49 
12 
23 
50 
61 
81 
43 
62 
39 
21 



126 



138 



264 



1,447 



28 



1,870 



2,773 



1,272 



1,314 



Bank of England, 1844-1878. 



MTNTMUM KATE OF DISCOUNT, 1844-78. 

Bane of Ehqland, anb the Ndmbeb oi Dais at Each Bats u 

Act cameinio Operation), to Dkoembbb .IIkt, J.878. 



li% 


S% 


51% 


9% 


Bi% 


7% 


s% 


E'% 


10% 


Total 




Daja. 


Daj^ 


Ita.IB. 


Ikjs. 


Du.y8, 


D.J». 


I>^18. 


lte.j». 


Du-yi. 


a^^. 
























117 


1844 
























305 


1845 
























365 


1846 






127 


56 


46 






10 


23 






365 


X847 






27 

... 


















368 
365 
365 
865 

866 


184S 
1849 
1860 
1861 
18G2 


14 


93 
281 


84 
















365 

365 


1863 

18B4 


84 


102 


14 








74 




... 




865 


1866 


98 


35 




20 


14 


199 








366 


1656 




... 


84 


127 


77 


4 


24 


4 


45 


8e5 


1867 




14 




7 




... 


7 


... 




3G5 


185a 


23 






... 














365 


1869 


33 


63 




13 














866 


1860 


14 


49 




91 






52 


35 






36S 
365 


1861 
1862 




25 




27 






8 


21 






865 


1863 








106 






103 


81 


77 




366 


1864 


53 


39 


14 


49 






50 








365 


1865 


42 


21 




56 






37 

... 


59 


1 


96 


3G5 
366 
366 


1866 
1867 
1868 


35 




















365 


1869 


7 


7 
40 


7 


7 














365 

366 


1870 
1371 


7 


47 




44 






19 






... 


860 


1872 


43 


45 




57 






22 


IB 


13 


... 


365 


1373 


8 


14 

49 
104 




31 
7 

37 










: 


::: 


865 
365 
366 
865 
36S 


1874 
1875 

1376 
1877 
1878 




165 


1,210 


259 


725 




91 


577 


268 


9S 


141 


12,535 
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CHAPTER IX. 



VARIATIONS IN THE RATE CHARGED BY THE 
BANK OF FRANCE FROM 1844 TO 1878. 

The last chapter contained a table of the variations in 
the rate of discount charged by the Bank of England 
from the date when the Act of 1844 came into force to 
the present time. That date was selected as the start- 
ing point of the inquiry, because before that period it 
had scarcely been the custom of the ' Bank of England 
to make any variation at all in its rate. On some 
occasions, particularly in 1839, a higher rate was some- 
times charged, but the regular Bank rate was 4 per cent. 
The market rate might be something very diflferent, but 
the Bank did not concern itself with that. If the market 
rate was as high or higher than the Bank rate, the Bank 
was resorted to for discount purposes ; but if the market 
rate was lower, the Bank did not reduce its rate accord- 
ingly. Earlier than the date from which that table 
starts — September 5th, 1844 — ^the rate charged by the 
Bank of England is no guide to the market rate, and 
hence it was of no service to pursue the investigation 
further back than that time. 
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The same date has been taken in the table of the 
variations of the rate of the Bank of France, which ac- 
companies this chapter, in order to facilitate comparison 
between the operations of the two banks. 

The tables prepared for thid purpose correspond ex- 
actly with those relating to the Bank of England. The 
first Table, No, VIII., gives the average rate of discount 
charged month by month by the Bank of France during 
the period from 1845 to 1877; it also shows the pro- 
portion which the rate charged in each month bore to the 
average rate of the year. A summary Table, page 109, 
shows the average monthly rates for the seventeen years, 
1845-61, 1862-1878, and for the whole period, 1845-78. 
Table No. IX. gives the number of changes of the rate 
in each year, and the total number of days at each rate 
in each year. A supplementary Table, No. XIII., page 
110 shows the number of days at each rate, arranged 
from the lowest rate to the highest, and the number of 
days at each rate arranged from the greatest number of 
days which each rate lasted to the smallest. 

Before commencing this comparison, it will be desir- 
able to give some description of the organisation of the 
Bank of France. The direction of the bank consists of 
the following persons : — First, there is a governor and 
two sub-governors ; all these three are nominated by 
the Government, and are understood to be removable at 
its pleasure, but this power, as a matter of fact, is 
not exercised. Then there are fifteen directors, who are 
elected by the proprietors. Three of these directors 
must be selected from the class of the receivers- 
general, who are connected with the Government, and 
the management of the taxes of the country. The 
receveurs-gineral, or trisoriers payeurs-ginSral, as they 
are most properly called, are the Government or Trea- 
sury Agents in the Departments. Five of the twelve 
remaining directors must be taken from the merchants, 
manufacturers, and leading business men in Paris. Be- 
sides these there are the three censors, who must be 
chosen from among the men engaged in business and 
manufactures, and who thus specially represent the 

a 
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manufactures and the industry of Paris. The governor, 
the two sub-governors, and the fifteen directors, form 
the general councU. Nothing is done without the pre- 
sence and the siuveillance of the censors, but they have 
not the right to vote, though they may speak and place 
their opinions on the minutes of the deliberations. 
Great part of the detail of the management rests with 
the two sub -governors, but the directors have the right 
to decide and vote on any measure which may come 
before them. The directors are understood to be rather 
checks on the two sub-governors than to be the actual 
managers of the business themselves. The system is 
understood to work well in practice, and the mixture 
of the more permanent portion of the governing body, 
which is selected by the Government, with the portion 
which is selected by the shareholders themselves, is an 
advantage in enabling a regular system of management 
to be steadily carried out from year to year. The Bank of 
France had at the date of its report in 1878, 86 branches 
situated in all the principal cities and towns of the 
country. Some of these branches carry on avery large 
business, and the amount of the business done by them 
in the aggregate considerably exceeds that done by the 
head office at Paris. Some of the branches, however, 
are small. It was mentioned in the report for 1878 
that no fewer than 41 of them were carried on at a loss. 
Some of these branches had been but recently esta- 
blished ; they give collectively very valuable assistance 
to the trade of the country ; and it is certain that 
without them the position of the bank would be very 
inferior to that which it holds at the present time. 
The best description, perhaps, which can be given of the 
mode in which the business of the bank is carried on 
is to be found in the evidence given by M. Eouland, the 
late governor of the bank, before the " Enquete sur les 
principes et les faits g^nferaux qui r^gissent la circula- 
tion mon^taire et fiduciaire," held in Paris in 1865. 
M. Eouland, in describing the organisation of the 
governing body of the bank, stated that it consisted of 
two perfectly distinct elements, being, one, the portion 
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chosen by the State, and the other chosen by the share- 
holders. The persons chosen by the State, namely, the 
governor and the two sub-governors, are, according to 
M. Ronland's words, bound to see that the business of 
the bank is carried on for the public advantage. It is 
their duty to see that the statutes of the barS: are not 
overstepped, and that the interests of trade and com- 
merce are attended to. It is from them that the pro- 
posals to raise or to lower the rate of interest appear 
almost invariably to proceed. M. Rouland's description 
was as follows : — " Nothing of any description which 
concerns the great interests of the public, nothing which 
concerns the larger duties which the bank has to perform 
towards commerce and industry, nothing of aU that 
dass of business belongs to, or is left to the discretion 
of what he caUed the interested party." By this M. 
Rouland understood that portion of the governing body 
which directly represented the shareholders. 

" This is a guarantee," M. Rouland continued, *' which 
ought, of itself, to satisfy any who have any doubts on 
the subject. Does the public know it ? Are the public 
aware that during sixty-two years it has not perhaps 
happened twice that the council has had to propose that 
the rate of discoimt should be raised or lowered ? Does 
the pubHc know that it is always the active element of 
the Government, which, watching vigilantly over the 
public interest, has made the proposition ? " M. Eouland 
proceeded to say that the two portions of the governing 
body have always worked together in the most perfect 
harmony, and that in this harmony of the two portions 
of the governing body the security of the institution 
consists. M. Rouland spoke, and with a just sense of 
pride, of the part which the Bank of France had always 
taken in developing the commerce and industry of that 
country. Opinions have, however, been occasionally 
expressed that the commercial element is not sufficiently 
represented in the general council of management of 
the bank, and that it would be desirable to choose a 
greater number of representatives of various branches 
of business to form part of the direction. 

a2 
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This opinion is referred to here, but it is only right to 
add that the Bank of France has for many years appeared 
to carry on its business with great intelligence and 
judgment in many of the most essential points, and in 
particular its management during the period of suspen- 
sion of specie payments in France, a period of the 
greatest difficulty, wais a brilliant example of what the 
conduct of a barJk should be under exceptionally trying 
circumstances. 

The business of banking has not, it must be remem- 
bered, hitherto reached in France anything like the 
same proportions which it has done in Great Britain and 
Ireland. There are very few banks in France at all to 
be compared with the larger banks of England, Scot- 
land, and Ireland. The "Comptoir d'Escompte," the 
" Credit Lyonnais," and the " Soci6t6 Gen6rale," and a 
few others, principally in the larger towns, obtain doubt- 
less their share of the business — but no bank in France 
possesses anything like the organisation of the Bank of 
France, and its position is in this respect a very different 
one from that of the Bank of England. 
/The amounts of the balances kept by other banks 
with the Bank of France have never been published in 
the same manner as those kept by the London bankers 
with the Bank of England, and hence it is not possible 
to speak on the subject with the same certainty ; but 
it is not likely that they approach anything like the 
same sums. From both these reasons, and from the 
general circumstances of the trade of the country, the 
Bank of France is not exposed to anything like the 
same sudden demands as the Bank of England. The 
current of commercial activity in France, flows with a 
very different and more equable course than in Eng- 
land. A country which depends so greatly on agriciil- 
ture as France, where manufactures, commerce, and 
trade with other countries fill relatively so much smaller 
a space in the general activity of the people than in 
England, will always be likely to follow a more undis- 
turbed course in the way of business than is, or can be, 
the case here. There are much fewer causes to lead to 
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the vast demands for bullioa for export which occa- 
sionally operate so suddenly and so powerfully on our 
market. The suras on deposit with banks in France 
are, beyond question, both smaller in proportion to the 
numbers and to the general wealth of the population 
than in England, and they are also more generally 
deposited for longer periods than with us, and are much 
less likely to be suddenly required to be repaid. All 
these circumstances unite in causing the demands on 
the Bank of France to be of a totally different descrip- 
tion from the demands on the Bank of England, and it 
is only natural to find that this difference is reflected in 
the variations of the rate of interest charged by the two 
banks. The average rate of discount charged by the 
Bank of France has been rather higher than that 
charged by the Bank of England for the period under 
consideration, but the duration of extremely high rates 
has been much shorter. Thus, the rate of the Bank of 
France has been oftener at 4 per cent, during the period 
under notice than at any other rate, and next to 
that rate 5 per cent, shows the highest proportion. A 
firm which had done business with the Bank of Eng- 
land would have been able to have its bills discounted 
at 3 and 2^ per cent, for fully an equal length of time 
as it would have been charged 4 per cent, by the Bank 
of France. The rate ruled at 3 per cent, for 2,773 days 
with the Bank of England, while it only stood at that 
rate for 1,594 days with the Bank of France, and while 
the Bank of England has charged 2 per cent, for 1,447 
days, the same rate was charged by the Bank of France 
for 559 days only. But in the highest rates of all, the 
customers of the Bank of France would have had the 
advantage. The Bank of France has never raised its 
rate to 10 per cent., but the Bank of England has 
charged that rate for 141 days. The Bank of France 
charged 9 per cent, for 16 days only, but the Bank of 
England did so for 95 days, and while the French rate 
has-been 8 per cent, for 41 days only, the rate of the 
Bank of England was at that point for 268 days. 

The number of variations in the rate has been much 
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smaller in France than in England. During the period 
under consideration the Bank of France altered its rate 
86 times only ; the Bank of England altered its rate 
264 times. The greatest number of variations in the 
rate of the Bank of England took place in 1873, when 
there were no less than 24 changes ; during that year 
the Bank of France altered its rate four times only. 
The greatest number of changes in the rate of the Bank 
of France took place in 1 864 when there were 1 1 changes, 
but in that year there were 1 5 alterations at the Bank 
of England. In one respect there is a considerable simi- 
larity to be observed between what has occurred both 
in France and in England. In both countries during 
the earlier portion of the period under notice there 
were far fewer alterations than during the later portion. 
But there is one curious diflference in the course of busi- 
ness in the two countries to be noted. While during 
quite recent years the number of alterations in the rate 
charged by the Bank of England has tended to increase, 
the changes in the rate of the Bank of France have 
diminished in number. We will take the period from 
1870 onward : — 

Bane of Enqlakd. 

No. of 
Changes in 
Years. Bate. 



1870 
1871 
1872 
1873 
1874 
1875 
1876 
1877 
1878 



10 
10 
14 
24 
13 
12 
5 
7 
10 



Changes in rate 105 



Tears. 
1870.. 
1871 .. 
1872 .. 
1873 .. 
1874.. 
1875 .. 
1876.. 
1877.. 
1878.. 

C 


Bank 


OP 


Fbanox. 

No. of 
Changes in 

Bate. 
4 








2 








1 








4 








2 
















1 








1 








1 


Changes in 


X»b6 .... 


16 



It is also a thing worth notice that though the average 
rate charged by the Bank of France, taking the whole 
time from 1844 onwards into consideration, has been 
somewhat higher than the rate charged by the Bank of 
England, the rates charged by the Bank of France have 
been lower than those of the Bank of England during 
the years of panic which have occurred in England 
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during the same period. Thus, to compare the rates in 
England and France during the years 1847, 1857, and 
1866 :— 

Bank of Fsancb. 

Bate 
of Discount. 
£ B. d. 

4 19 

6 3 

3 U 





Bank of ENaLAND. 






Bate 






of Discount. 




Year. 


£ 8. d. 


Tear. 


1847 , 


5 3 6 


1847 


1857 . 


6 13 3 


1857 


1866 . 


6 19 


1866 



It is a remarkable thing that there should have been 
so great a difference in the rate of discount charged at 
these dates in two great centres of business activity- 
situated so close to each other and connected by so many 
bonds of commercial intercourse. In the year 1878 a 
similar divergence took place, the rate of the Bank of 
England was £3 15s. 8d., of the Bank of France only 
£2 4s. 2d. for that year. It appears, however, that there 
has been on the whole of late years a tendency towards 
a greater correspondence in the rate of interest charged 
in both countries, and it is quite probable, now that 
France has resumed specie payments, that Paris will be 
likely again to become a great market for exchange 
operations, and that we may again see a great number 
of alterations occur in the rate of interest charged by 
the Bank of France. 

The Bank of France, we must however remember, has 
had to pass through very great trials during recent 
years. Changes in the form of Government, revolutions, 
wars, and even hostile occupation, have all disturbed the 
even course of business in Paris and in France. The 
Bank of France has had to bear many trials of this 
description, and has met them all with great courage 
and prudence on the part of its governing body. 
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TABLE Vlll. — ^MoKTHLT Ayjebaqeb ov Bate of Bank of 

FsAKCB — 1844 TO 1878. 



1845. 



Average Bate of 


Bate 

of 
Year 
=100. 


Year, 
£4, Ob. Od. 






£ 8. 


d. 




Jan 


4 





100 


Feb. ... 


4 





100 


March .. 


4 





100 


April ... 


4 





100 


May ... 


4 





100 


June ... 


4. 





100 


July ... 


4 





100 


August. 


4 





100 


Sept. ... 


4 





100 


October 


4 





100 


Nov. ... 


4 





100 


JL/\7(./* • « • 


4 





100 



1846. 



Arerage Bate of 

Year, 

£4t Os. Od. 



Jan 

Feb. ... 
March .. 
April ... 
May ... 
June ... 
July ... 
August. 
Sept. ... 
October 
Nov. ... 
Dec. ... 



£ 8. 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4 



d. 















Bate 

of 
Year 

=100. 



100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
\ 100 



1847. 



Average Bate of 

Year, 

£h Os. 2d. 



Jan 

Feb. ... 
March .. 
April ... 
May ... 
June ... 
July ... 
August. 
Sept. ... 
October 
Nov. ... 

xJQG. . • . 



£ 8. 

4 12 

5 



5 
5 
5 
5 
5 
5 
5 
5 
5 















3 9 



d. 
6 










9 



Bate 

of 
Year 
=100, 



90 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
109 



Average Bate of 

Year, 

£4, Os. Od. 



Jan 

Feb. ... 
March .. 
April ... 
May ... 
June ... 
July . . . 
August. 
Sept. ... 
October 
Nov. ... 
Dec. ... 




1849. 



Average^Bate of 

Year, 

£4, Os. Od. 



Jan 

Feb. ... 
March .. 
April ... 
May ... 
June ... 
July . . . 
August. 
Sept. ... 
October 
Nov. . . . 
Dec. ... 



£ s. d. 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4 



Bate 

of 
Year 
=100. 



100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 



1850. 



Average Bate of 

Year, 

£4i Os. Od. 



Jan 

Feb. ... 
March .. 
April ... 
May ... 
June ... 
July ... 
August . 
Sept. ... 
October 
Nov. ... 
Dec. ... 



£ 8. 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4 



d. 















Bate 

of 
Year 
=100. 



100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 



1851. 


1852. 


1853. 


Average Bate of 

Year, 

£4> Os. Od. 


Bate 

of 
Year 
=100. 


Average Bate of 

Year, 

^3 3s. 7d. 


B>ate 

of 
Year 
=100. 


Average Bate of 

Year, 

£^ 4s. 9d. 


BAte 

of 

Year 

=100. 


Jan....j,4. 


£ 8. 

4 


d. 



100 


Jan 


£ 8. 

4 


d. 



126 


Jan 


£ B. 

3 


d. 



92 


FebXT 


4^ 





100 


Feb. ... 


4 





126 


Feb. ... 


3 





92 


Ma^ch .. 


4 





100 


March .. 


3 3 





99 


March .. 


3 





92 


April ... 
May ... 
June ... 


4 
4 
4 







100 
100 
100 


April ... 
May ... 
June ... 


3 
3 
3 







94 
94 
94 


April ... 
May ... 
June ... 


3 
3 
3 







92 
92 
92 


July ... 
August. 
Sept. ... 
October 


4 
4 
4 
4 








100 
100 
100 
100 


July ... 
August. 
Sept. ... 
October 


3 
3 
3 
3 








94 
94 
94 
94 


July ... 
August. 
Sept. ... 
October 


3 
3 
3 
3 17 





6 


92 

92 

92 

119 


Nov. ... 


4 





100 


Nov. ... 


3 





94 


Nov. ... 


4 





123 


Dec. ... 


4 





100 


Dec. ... 


3 





94 


■L^ec. ... 


4 





123 
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TAUhhi Ylll. Continued- 


-MONTHIiT AyEBAQES OF 


BArs 


OF 










Bank of Fbancb. 






1854. 


1855. 


1856. 


Average Bate of 


Bate 

of 
Year 
=100. 


Average Bate of 


B.a.te 
of 


Average Bate of 


Bate 

of 
Year 
=100. 


Year, 
J£4 68. 6d. 




Year, 
M 8s. lid. 


Year 
=100. 


Year, 
^5 lOs. 2d. 






£ B. 


d. 






£ B. d. 






£ B. 


d. 




Jan 


4 9 


8 


108 


Jan 


4 


90 


Jan 


6 





109 


Feb. ... 


5 





116 


Feb. ... 


4 


90 


Feb. ... 


6 





109 


March .. 


5 





116 


March .. 


4 


90 


March .. 


6 





109 


April ... 


5 





116 


April ... 


4 


90 


April.,. 


5 





91 


May ... 


4 8 


9 


102 


May ... 


4 


90 


May ... 


5 





91 


June ... 


4 





92 


June ... 


4 


90 


June ... 


5 





91 


July ... 


4 





92 


July ... 


4 


90 


July ... 


5 





91 


Augufit. 


4 





92 


August. 


4 


90 


August. 


5 





91 


Sept. ... 


4 





92 


Sept. ... 


4 


90 


Sept. ... 


6 1 


9 


92 


October 


4 





92 


October 


5 7 3 


121 


October 


6 





109 


Nov. ... 


4 





92 


Nov. ... 


6 


155 


Nov. ... 


6 





109 


JL^t30* • • • 


4 





92 


Dec. ... 


6 


155 


Dec. ... 


6 





109 



1857. 


1858. 


1859. 


Average Bate of 

Year, 

M 3b. 3d. 


Bate 

of 
Year 
=100. 


Average Bate of 

Year, 

^3 14s. Od. 


B.ate 

of 
Year 
=100. 


Average Bate of 

Year, 

^63 9s. 4d. 


Bate 

of 
Year 
=100. 


Jan 


£ s. 
6 


d. 



97 


Jan 


£ s. 
5 


d. 



135 


Jan 


£ 8. 

3 


d. 



87 


Feb. ... 


6 





97 


Feb. ... 


4 1 


6 


109 


Feb. ... 


3 





87 


March .. 


6 





97 


March .. 


4 





108 


March .. 


3 





87 


April ... 
May ... 
June ... 


6 
6 
6 16 




9 


97 
97 
95 


April ... 
May ... 
June ... 


4 
4 
3 12 




3 


108 

108 

97 


April ... 
May ... 
June ... 


3 

3 19 

4 



6. 
6 


87 
114 
115 


July ... 
August. 
Sept. ... 
October 


5 10 
5 10 

5 10 

6 11 





9 


89 

89 

89 

107 


July ... 
August. 
Sept. ... 
October 


3 10 
3 10 
3 6 
3 




9 



95 
95 
90 

81 


July ... 
August. 
Sept. ... 
October 


4 
3 12 
3 10 
3 10 



6 




115 
104 
101 
101 


Nov. ... 


8 5 





134 


Nov. ... 


3 





81 


Nov. ... 


3 10 





101 


■L^ec. ... 


6 16 


3 


110 


Dec. . . . 


3 





81 


Dec. . . . 


3 10 





101 



1860. 


1861. 


1862. 


Average Bate of 


Bate 
of 


Average Bate of 


Bia,te 
of 


Average Bate of 


Bate 

of 

Year 

=100. 


Year, 
.£3 128. 7d. 




Year 
=100. 


Year, 
^5 lis. Id. 




\fi. 
Year 
= 100. 


Year, 
^3 16s. Id. 






£ s. 


d. 






£ s. 


d. 






£ 8. 


d. 




Jan 


3 10 





96 


Jan 


6 16 


9 


123 


Jan 


4 18 


6 


131 


Feb. ... 


3 10 





96 


Feb. ... 


7 





126 


Feb. ... 


3 16 


6 


100 


March .. 


3 10 





96 


March .. 


6 4 


9 


112 


March .. 


4 





106 


April . . . 


3 10 





96 


April ... 


5 





90 


April . . . 


3 10 





93 


May ... 


3 10 





96 


May ... 


5 





90 


May ... 


3 10 





93 


June ... 


3 10 





96 


June ... 


5 





90 


June ... 


3 10 





93 


July ... 


3 10 





96 


July ... 


5 





90 


July ... 


3 10 





93 


August. 


3 10 





96 


August. 


5 





90 


August. 


3 10 





93 


Sept. ... 


3 10 





96 


Sept. ... 


4 19 


9 


90 


Sept. ... 


3 10 





93 


October 


3 10 





96 


October 


6 





108 


October 


8 10 





93 


Nov. ... 


4 


9 


111 


Nov. ... 


5 12 


3 


101 


Nov. ... 


3 16 


9 


102 


Dec. ... 


4 10 





124 


Dec. ... 


6 11 


1 


100 


Dec. ... 


4 





106 



90 
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TABLE VIII. Continued — ^Monthly Avbbages of 


Bate 


OP 










Bank of Fraj^oe. 






1863, 


1864. 


1865. 


Average Bate of 


Bate 
of 


Average Bate of 


Bate 

of 
Year 
«100. 


Average Bate of 


Bate 
of 

Year 
=100. 


Year, 
^4 138. Id. 




Year 
-100. 


Year, 
^6 10s. 7d. 




Year, 
£S 13s. lis. 






£, 8- 


d. 






£ 8. 


d. 






£ s. 


d. 




Jan 


4 12 





99 


Jan 


7 





107 


Jan 


4 10 





122 


Feb. ... 


5 





108 


Feb. ... 


7 





107 


Feb. ... 


3 16 


6 


lOS 


Maxell.. 


4 14 





101 


March .. 


6 18 





106 


March .. 


3 14 


3 


100 


April ... 


4 





86 


April ... 


6 





92 


April ... 


3 10 





94 


May ... 


3 13 


6 


79 


May ... 


7 2 


6 


109 


May ... 


3 10 





94 


June ... 


3 15 


3 


81 


June ... 


6 





92 


June ... 


3 





81 


July ... 


4 





86 


July ... 


6 





92 


July ... 


3 





81 


August. 


4 





86 


August. 


6 





92 


August. 


3 





81 


Sept. ... 


4 





86 


Sept. ... 


6 12 





101 


Sept. ... 


3 





81 


October 


4 16 


8 


103 


October 


7 14 


6 


118 


October 


4 12 


6 


125 


Nov. ... 


6 6 





135 


Nov. ... 


6 16 





104 


Nov. ... 


4 14 





127 


Dec. ... 


7 





150 


j-'ec. ... 


5 4 





79 


Dec. ... 


4 





108 



1866. 


1867. 


1868. 


Average Bate of 

Year, 

^3 138. 6d. 


B.ate 

of 
Year 
=100. 


Average Bate of 

Year, 

£2 14s. 2d. 


Bate 

of 

Year 

^100. 


Average Bate of 

Year, 

£2 10s. Od. 


Bate 

of 
Year 
=100. 


Jan 

Feb. . . . 
March .. 
April ... 
May ... 
June ... 
July ... 
August. 
Sept. ... 
October 
Nov. ... 
Dec. ... 


£ 8. d. 
4 19 3 
4 5 9 
3 18 6 
3 10 

3 17 9 

4 
3 19 9 
3 11 
3 
3 
3 
3 


135 

116 

107 

95 

106 

109 

109 

96 

82 

82 

82 

82 


Jan 

Feb. ... 
March .. 
April... 
May ... 
June ... 
July ... 
August. 
Sept. ... 
October 
Nov. ... 

X^6l./« • • • 


£ 8. d. 
3 
3 
3 
3 
3 
2 10 
2 10 
2 10 
2 10 
2 10 
2 10 
2 10 


Ill 

111 

111 

111 

111 

92 

92 

92 

92 

92 

92 

92 


Jan 

Feb. ... 
March .. 
April .'.. 
May ... 
June ... 
July ... 
August. 
Sept. ... 
October 
Nov. ... 
Dec. ... 


•£ 8. d. 
2 10 
2 10 
2 10 
2 10 
2 10 
2 10 
2 10 
2 10 
2 10 
2 10 
2 10 
2 10 


100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 


1S69. 


1870. 


1871. 


Average Bate of 

Year, 

^2 10s. Od. 


B^te 

of 
Year 
=100. 


Average Bate of 
Year, ' 
^3 19b. 8d. 


Bate 

of 
Year 
=100. 


Average Bate of 

Year, 

£5 148. 3d. 


Bate 
of V 
YeaF\ 

=10©^ 


Jan 

Feb. ... 
March .. 
April ... 
May ... 
June ... 
July ... 
August. 
Sept. ... 
October 
Nov. ... 
Dec. ... 


£ 8. d. 
2 10 
2 10 
2 10 
2 10 
2 10 
2 10 
2 10 
2 10 
2 10 
2 10 
2 10 
2 10 


100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 


Jan 

Feb. ... 
Ma.rch .. 
April ... 
May ... 
June ... 
July ... 
August. 
Sept. ... 
October 
Nov. ... 
Dec. ... 


£ 8. d. 
2 10 
2 10 
2 10 
2 10 
2 10 

2 10 

3 3 6 

5 16 3 

6 
6 
6 
6 


63 

63 

63 

63 

63 

63 

80 

146 

150 

150 

150 

150 


Jan 

Feb. ... 
March .. 
April... 
May ... 
June ... 
July ... 
August. 
Sept. ... 
October 
Nov. ... 
Dec. ... 


£ 8. d. 
6 
6 
6 
6 
6 
6 
5 15 
5 
5 
5 

5 16 8 

6 


106 

105 

105 

105 

105 

105 

100 

87 

67 

87 

102 

105 
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TABLE VIII. Continued — Monthly AvEBAaES of Bate of 

Bane of France. 



1872. 



Average Bate of 

Year, 

^5 2g. 9d. 



Jan 

Feb. ... 
Maxell .. 
April ... 
May ... 
June ... 
July ... 
August. 
Sept. ... 
October 
Nov. ... 
Xi^ec. ... 



£ 8. 

6 
6 18 
5 



5 
6 
6 
5 
6 
5 
5 
5 
6 








d. 
























Bate 

of 
Year 
=100. 



117 
110 
97 
97 
97 
97 
97 
97 
^7 
97 
97 
97 



1873, 



Average Bate of 

Year, 

£5 2b. lOd. 



Jan 

Feb. ... 
March .. 
April... 
May ... 
June ... 
July ... 
August. 
Sept. ... 
October 
'Nov. ... 
Dec. ... 



£ 8. d. 

5 









5 

5 

5 

5 

5 13 

6 9 
5 



5 
6 
5 
5 



Bate 

of 
Year 
-=100. 



97 
97 
97 
97 
97 
97 
97 
97 
97 
110 
117 
97 



1874. 



Average Bate of 

Year, 

£4^ 6s. 2d. 



Jan 

Feb. ... 
March .. 
April ... 
May ... 
June ... 
July ... 
August. 
Sept. ... 
October 
Nov. ... 
Dec. ... 



£ 8. d. 

6 

5 

4 13 9 

4 10 

4 10 

4 







4 

4 

4 



4 
4 
4 



Bate 

of 
Year 
•=100. 



116 

116 

109 

105 

105 

93 

93 

93 

93 

93 

93 

93 



1875, 



Average Bate of 

Year, 

£A 08. Od. 



Jan 

Feb. ... 
March .. 
April ... 
May ... 
June ... 
July ... 
August. 
Sept. ... 
October 
Nov. ... 
j^ec. ... 



£ 8. d. 
4 

















4 
4 
4 



4 
4 
4 
4 
4 
4 
4 
1 














Bate 

of 

Year 

=100. 



100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 



1876. 



Average Bate of 

Year, 

^3 8s. 2d. 



Jan 

Feb. ... 
March .. 
April ... 
May ... 
June ... 
July ... 
August. 
Sept. ... 
October 
Nov. ... 
Dec. . . . 



£ 8. 

4 

4 

4 

4 

3 18 

8 



3 
3 
3 
3 
3 
3 












d. 















Bate 

of 
Year 
=100. 



118 

118 

118 

118 

115 

88 

88 

88 

88 

88 

88 

88 



1877. 



Average Bate of 

Year, 

£2 58. 3d. 



Jan 

Feb. ... 
March .. 
April ... 
May ... 
June ... 
July ... 
August. 
Sept. ... 
October 
Nov. ... 
Dec. ... 



£ 8. d. 
3 





2 







3 
3 
2 
2 
2 
2 
2 
2 
2 
2 
2 



9 



















Bate 

of 
Year 
=100. 



133 
133 
133 
94 
88 
88 
88 
88 
88 
88 
88 
88 



1878. 



Average Bate of Year, 
£2 4s. 2d. 



January . 
February . 
March .... 

April 

May 

June 

July 

August 

September 
October . 
November 
December. 



£ 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
3 
3 



8. d. 



















10 6 







Bate of 

Year 

= 100. 



91 

91 

91 

91 

91 

91 

91 

91 

91 

115 

136 

136 



1845-78. 



Average Bate of 34 Years, 
^64 Is. 5d. 



January . 
February., 
March ..... 

April , 

May 

June , 

July 

August 

September 
October . . 
November 
December. , 



£ 
4 
4 
4 
3 
3 
3 
3 
8 
3 
4 
4 
4 



s. d. 

5 10 
4 5 
2 7 

18 11 

19 8 
17 2 
17 3 
17 11 
17 11 

8 7 

6 9 
4 11 



Bate of 
34 Yrs. 
= 100. 



105 

103 

101 

97 

97 

94 

94 

95 

95 

102 

106 

104 



92 
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TABLE IX.— BANK OF PBANCB 

Table of the Chanobs in the Bate of Discount Chabqed by thb 

Teas, since the 1st Septembeb, 1844 (the Year the Bank Act 



T6ftn. 


Number of Ghangres. 


2 % 


21% 


3 % 


Si% 


4% 




Rise. 


Faa 


TotaL 


Days. 


Days. 


Days. 


Days. 


Dayi. 


1844 


• • • 


• • • 


• • • 






• • • 






117 


1845 


• • • 


• • • 


9 • • 














365 


1846 


• • • 


• * • 


• • % 














365 


1847 


1 


1 


2 














18 


1848 


• t • 


• t • 


• • • 














866 


1849 


• • • 


• • ■ 


• • • 














865 


1850 


• • • 


• •• 


• • • 














865 


1851 


• • • 


• t • 


• • • 














865 


1852 


* • • 


1 


1 










803 




63 


1863 


1 


• • • 


1 










279 




86 


1854 


1 


1 


2 










• f • 




253 


1855 


2 


• • • 


2 










• • • 




277 


1856 


1 


1 


2 










• f • 




• • • 


1857 


4 


4 


8 










• • • 




• •• 


1858 


f • • 


4 


4 










99 


105 


112 


1859 


1 


1 


2 










128 


149 


93 


1860 


1 


• • • 


1 












817 


• • • 


1861 


4 


8 


7 












• • • 


• t • 


1862 


1 


8 


4 












224 


104 


1863 


5 


3 


8 












35 


176 


1864 


4 


7 


11 












• • • 


• • • 


1865 


2 


4 


6 










126 


84 


70 


1866 


2 


6 


7 










128 


85 


108 


1867 


• • ■ 


2 


2 






214 


161 




• • • 


1868 


• • • 


• • • 


• • • 






866 






• • • 


1869 


• • • 


t • • 


• • • 






865 






• • • 


1870 


4 


• • • 


4 






199 




8 


9 


1871 


1 


1 


2 






• • • 






• ■ • 


1872 


• • • 


1 


1 














• •• 


1878 


2 


2 


4 








• • • 






• • • 


1874 


• • • 


2 


2 














210 


1875 


• • • 


• t • 


• • • 














865 


1876 


• • • 


1 


1 










219 




147 


1877 


• • • 


1 


1 


270 






96 




• • ■ 


1878 


1 


• • • 


1 


289 






76 




• • • 




88 


48 


86 


659 


1A44 


1,594 


1,002 


4,399 



Bank of France 1844-1878. 



came 


nto Opemtioii ii 


E 


Dgland). TO December 31bt, 


187 






41% 


s% 


si% e 


% 


„.i,. 


7\% 


s% s 


% 


ToW. 




Daj». 


Da,». 


DuTiu Dt 




I*,., 


Dbj.. 


Bbj.. 


Da^. D 


ftji. 


K^. 






















117 


1844 


















- 






365 


1846 




... 




\ 
















366 


1846 




347 
















... 
... 




865 

306 
365 
366 
S65 
366 
865 


1847 
1848 
1849 
1860 
1851 
1862 
1853 




112 




















S66 


1864 




14 




74 
















865 


1865 




178 


1 


S8 
















366 


1SS6 




2 


109 1 


SS 




8 


12 




21 


9 


le 


365 I 1857 


12 


37 




















866 1868 




















... 




365 


1859 


49 






















366 


I860 


S 


220 


11 


63 






65 










365 


1861 


16 


21 














.. 




" 


365 


1862 


U 


8E 




6 






49 






"... 




385 


1863 


9 


14 


1 


63 






148 






32 




366 


1864 


40 


45 














.. 






386 


1865 


7 


42 

10 
106 
308 
321 


1 
2 


44 

59 
68 
32 






12 




.. 






366 
365 
360 
365 
365 
365 
366 
365 


1866 
1867 
1368 
1869 
1870 
1871 
1872 
187B 


SI 


64 














■■ 






365 
366 
3GG 
365 
366 


1874 
1875 
1873 
1877 
1878 


840 


1,»SB 


120 U 


70 


8 


286 


21 


41 


16 


12,535 
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CHAPTER X. 



VAEIATIONS IN THE RATE CHARGED BY THE 
BANK OF GERMANY, 1844 TO 1878. 

The two last chapters contained some account of the 
variations in the rate of interest charged by the Bank 
of England from 1844 to 1878, and by the Bank of 
France daring the same period. It is desirable to com- 
plete this part of the investigation by a similar inquiry 
into the rates charged during the same time by the 
Bank of Germany. Strictly speaking, we ought to 
speak of the rates charged by the Bank of Prussia and 
by the Bank of Germany, for it was not till 1 8 75 that 
the former institution merged into the latter one. As, 
however, it is the Bank of Germany which is now 
carrying on the business, we have placed the name of 
that bank at the head of this chapter. The same date 
and the same method exactly have been followed in con- 
structing the tables which accompany this chapter as in 
those which were drawn up in the description of the 
variations charged by the Bank of England and the 
Bank of France, in order that the comparison made 
may follow precisely the same plan in all three cases, 
and enable the reader to see how far and to what extent 
the same causes have operated in all three countries. 
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The first Table, No. X., gives the average rate of dis- 
count charged, month by month, by the Bank of 
Germany during the period from 1845 to 1878; it also 
shows the proportion which the rate charged in each 
month bore to the average rate of the year. A sum- 
mary table at page 109 shows the average monthly 
rates for the seventeen years, 1845-61, 1862-78; and 
for the whole period, 1845-78. Table No. XI. gives 
the number of changes of the rate in each year, and 
the total number of days at each rate in each year. A 
supplementary Table, No. XIII., shows the number of 
days at each rate, arranged from the lowest rate to the 
highest, and the number of days in each rate, arranged 
from the greatest number of days which each rate lasted 
to the smallest. 

The Imperial Bank of Germany is, like the Bank of 
France, under the control of the State ; it carries on a 
very considerable business in Berlin, and has also 
branches which form a network covering the whole of 
Germany. Including BerUn, there are 211 offices of 
the " Reichs-Bank." In this latter respect the business 
which the Bank of Germany carries on corresponds 
more closely with that of the Bank of France than 
with that of the Bank of England, and it is a curious 
though an entirely accidental coincidence that the 
number of variations in the rate of discount was ex- 
actly the same in the case of the Bank of France as 
in that of the Bank of Germany from 1844, and the 
close of the year 1877; there were eighty-five alterations 
in the rate recorded at each of these banks during 
those years, while the Bank of England altered its rate 
two himdred and fifty-four times during the same time ; 
that is to say, nearly three times as often as either of 
the two other banks under consideration. 

The year 1872 marks the date of the introduction of 
a gold standard into Germany. It could hardly have 
been expected that so colossal an operation, probably 
the largest of its kind which modem business has ever 
witnessed, could have ever been carried into effect 
without great disturbances of the money market in the 
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countries employing a gold currency. This doubtless 
accounts for much of the unsteadiness of our money 
market diu-ing the years 1872 — 1875, and for many of 
the alterations in the rate of discount charged at Berlin 
during the same period. 

The business of banking is probably, on the whole, 
more developed in Germany than in France. There 
are many considerable banks in Hamburg, Frankfort, 
Bremen, and in many of the cities of North Germany, 
besides many carrying on business in Berlin. Hence 
the Bank of Germany finds more competition to deal 
with than the Bank of France. 

The business carried on by the Bank of Germany 
appears to correspond more with that carried on by the 
Bank of France than with that of the Bank of Eng- 
land. Both the Banks of France and Germany have 
many branches, many more than the Bank of England ; 
both of them have a large business in remitting sums 
of money from one part of their respective countries to 
another, and the bills which both of them receive in 
the way of their business are comparatively small in 
amount. The average amount of the inland biQs dealt 
in by the Bank of Germany in 1877 was £69 — for each 
bUl. The average amount of the trade bills discounted at 
Paris by the Bank of France in 1877 was £32 7s. 6d. 
The average amount of the bills dealt in by the Bank 
of England is behoved to be much larger than either 
of these sums. 

The business of the Imperial Bank of Germany on 
\ current accounts (Giro Verkehr) has considerably in- 
creased during recent years. This business has attained 
an importance which could scarcely have been foreseen, 
and will, undoubtedly, increase still more if the custom 
of making payments by cheques, which now in Ger- 
many is only usual in Hamburg, becomes general 
throughout the country. The balances derived from this 
source averaged about £3,500,000 in 1876, £4,900,000 
in 1877, and £5,500,000, in 1878. The Bank of Ger- 
many held on an average £25,000,000 in bullion in 1 876, 
£26,000,000 in 1877, and £24,000,000 in 1878. The 
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^ cover " held against the notes in circulation, consisting 
of bullion and notes of the Imperial Treasury, as re- 
quired by paragraph 1 7 of the Bank Law, wais about 8 1 
per cent, of the liabilities under that head in 1877. 
This seems a high proportion with a rate of discount of 
about 4^ per cent. The proportion was 79 per cent, 
in 1878. Besides the note circulation, the other 
liabilities must be borne in mind, and the proportion 
of bullion held against the total of these, and the 
note circulation together, amounted to something like 
60 per cent, in 1877, and 61 per cent, in 1878. This 
is a very considerable reserve, and it may assist us in 
estimating its relative importance to remember that 
the corresponding figures in the case of the Bank of 
England were 4.5 per cent, in 1877, and 42 per cent, 
in 1878. The Imperial Bank of Germany has to pay 
interest on a considerable part of the deposits it holds, 
and to divide a large portion of the profit it makes 
with the State. It was, however, able to pay its share- 
holders a return of Q^ per cent, on their capital in 
1877, and 6io per cent, in 1878. A further comparison 
between the details of the operations of the Banks of 
England, Germany, and France is not required in this 
place. A sufficient outline is given for- the purpose 
proposed — the comparison of the rate of discount niling 
in the three countries under consideration, as shown in 
the returns of the principal banks in the same. 
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TABLE X. — ^MoNTHiiT AYBSAass ov Bats of Bane of 

Geb]iant~1844 to 1878. 



1845. 



Ayeraffe Bate of 

Year, 

M 7s. Od. 


Bate 

of 

Year 

=100. 




£ 8. 


d. 




Jan 


4 10 





104 


Feb. ... 


4 10 





104 


Marcli .. 


4 7 


9 


101 


April ... 


4 





92 


May ... 


4 





92 


June ... 


4 





92 


July ... 


4 





92 


Au^st. 


4 





92 


Sept. ... 


4 





92 


October 


4 16 


6 


111 


Noy. ... 


5 





115 


jL^ec. ... 


5 





115 



1846, 



Ayerage Bate of 

Year, 

^64 13s. 7d. 



Jan.... 
Feb. . 
Marcb.. 
April . . . 
May ... 
June ... 
July ... 
August. 
Sept. ... 
October 
Noy. ... 
■L^eo* ... 



5 



6 
4 
4 
4 



d. 





9 








2 



4 

5 











5 
6 
5 
6 
5 














Bate 

of 
Year 
=100. 



107 

107 

88 

85 

85 

85 

107 

107 

107 

107 

107 

107 



1847. 



Ayerage Bate of 

Year, 

£A 16s. lOd. 



Jan 

Feb. ... 
Marcb .. 
Ajril ... 
May ... 
June ... 
July ... 
August. 
Sept. ... 
October 
Nov. ... 
Dec. ... 



£ 8. 

5 
5 
5 
5 
5 
5 
5 
5 
4 10 
4 10 
4 10 
4 10 



d. 















Bate 

of 

Year 

=100. 



103 

103 

103 

103 

103 

103 

103 

103 

93 

93 

93 

93 



1848. 




1849. 


1850. 


Ayerage Bate of 


Bate 

of 
Year 
=100. 


Ayerage Bate of 


Bate 

of 
Year 
=100. 


Ayerage Bate of 


Bate 

of 

Year 

=100. 


Year, 
je4 13s. 3d. 




Year, 
£A Os. lOd. 




Year, 
£4> Os. Od. 






£ 8. 


d. 






£ B. 


d. 






£ 8. 


d. 




Jan 


4 10 





97 


Jan 


4 10 





Ill 


Jan 


4 





100 


Feb. ... 


4 10 





97 


Feb. ... 


4 





99 


Feb. ... 


4 





100 


Marcb .. 


4 13 





100 


March .. 


4 





99 


Marcb.. 


4 





100 


April ... 


5 





107 


April ... 


4 





99 


April ... 


4 





100 


May ... 


5 





107 


May ... 


4 





99 


May ... 


4 





100 


June ... 


5 





107 


June ... 


4 





99 


June ... 


4 





100 


July ... 


4 16 


6 


103 


July ... 


4 





99 


July ... 


4 





100 


August. 


4 10 





97 


August. 


4 





99 


August. 


4 





100 


Sept. ... 


4 10 





97 


Sept. ... 


4 





99 


Sept. ... 


4 





100 


October 


4 10 





97 


October 


4 





99 


October 


4 





100 


Noy. ... 


4 10 





97 


Noy. ... 


4 





99 


Nov. ... 


4 





100 


Dec. ... 


4 10 





97 


X/6C. ... 


4 





99 


aJQC. ... 


4 





100 



1851. 


1852. 


1853. 


Ayerage Bate of 


B^te 

of 
Year 
=100. 


Average Bate of 


Bate 

of 
Year 
-=100. 


Ayerage Bate of 


Bate 

of 

Year 

=100. 


Year, 
je4 Os. Od. 




Year, 

£4t Os. Od. 

• 




Year, 
^4 5s. Od. 






£ B. 


d. 






£ 8. 


d. 






£ 8. 


d. 




Jan 


4 





100 


Jan 


4 





100 


Jan 


4 





100 


Feb. ... 


4 





100 


Feb. ... 


4 





100 


Feb. ... 


4 





100 


Marcb .. 


4 





100 


Marcb .. 


4 





100 


March.. 


4 





100 


April ... 


4 





100 


April ... 


4 





100 


April ... 


4 





100 


May ... 


4 





100 


May ... 


4 





100 


May ... 


4 





100 


June ... 


4 





100 


June ... 


4 





100 


June ... 


4 





100 


July ... 


4 





100 


July ... 


4 





100 


July ... 


4 





100 


August. 


4 





100 


August. 


4 





100 


August. 


4 





100 


Sept. ... 


4 





100 


Sept. ... 


4 





100 


Sept. ... 


4 





100 


October 


4 





100 


October 


4 





100 


October 


5 





100 


Nov. ... 


4 





100 


Nov. ... 4 





100 


Nov. ... 


5 





100 


Dec. ... 


4 





100 


Dec. ... 4 


100 1 


Xi^ec ... 


5 





100 
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1854. 


1855, 


1856, 


Arerage Bate of 


Bate 

of 


Average Bate of 


Bate 

of 

Year 

=100. 


Average Bate of 


Bate 
of 


Year, 
je4 7s. 5d. 




Year 
=100. 


Year, 
£4, Is. 5d. 




Year, 
£4, 18s. lOd 


• 


Wi. 

Year 
= 100. 




£ s. 


d. 






£ s. 


d. 






£ s. 


d. 




Jan 


5 





114 


Jan 


4 





98 


Jan 


4 19 


6 


101 


Feb. ... 


5 





114 


Feb. ... 


4 





98 


Feb. ... 


5 





101 


March.. 


5 





114 


March .. 


4 





98 


March .. 


5 





101 


April ... 


5 





114 


April ... 


4 





98 


April ... 


5 





101 


May ... 


4 8 


9 


101 


May ... 


4 





98 


May ... 


4 4 


9 


86 


June ... 


4 





91 


June ... 


4 





98 


June ... 


4 





81 


Jnly ... 


4 





91 


July ... 


4 





98 


July ... 


4 





81 


Aug^t. 


4 





91 


August. 


4 





98 


August. 


4 





81 


Sept. ... 


4 





91 


Sept. ... 


4 





98 


Sept. ... 


6 1 


9 


102 


October 


4 





91 


October 


4 





98 


October 


6 





121 


Not. ... 


4 





91 


Nov. ... 


4 6 


9 


106 


Nov. ... 


6 





121 


Dec. ... 


4 





91 


Dec. ... 


4 10 





110 


iDec ... 


6 





121 


1857. 


1858. 


1859. 


Arerage Bate of 


Bate 

of 

Year 

=100. 


Average Bate of 


Bate 

of 
Year 
=100. 


Average Bate of 


Bate 

of 
Year 
=100. 


Year, 
£5 15s, 7d. 




Year, 
M 2s. 7d. 




Year, 
je4 4s. 3d. 






£ 8. 


d. 






£ 8. 


d. 




1 £ B. 


d. 




Jan 


6 





104 


Jan 


5 14 





138 


Jan 


4 





95 


Feb. ... 


6 





104 


Feb. ... 


3 14 


9 


90 


Feb. ... 


4 





95 


March .. 


5 7 


9 


93 


March.. 


4 





97 


March .. 


4 





95 


April ... 


5 





86 


April ... 


4 





97 


April ... 


4 





95 


May ... 


5 





86 


May ... 


4 





97 


May ... 


4 18 


6 


117 


June ... 


5 





86 


June ... 


4 





97 


June ... 


5 





119 


Jnly ... 


5 





86 


July ... 


4 





97 


July ... 


4 12 





109 


August. 


5 6 


3 


92 


August. 


4 





97 


August. 


4 





95 


Sept. ... 


5 12 





97 


Sept. ... 


4 





97 


Sept. ... 


4 





95 


October 


6 11 


6 


114 


October 


4 





97 


October 


4 





95 


Nov. ... 


7 3 


3 


124 


Nov. ... 


4 





97 


Nov. ... 


4 





95 


Dec ... 


7 6 


3 


127 


jL/ec. ... 


4 2 


9 


100 


j-'ec. ... 


4 





95 


186Q. 


186L 


1862. 


Average Bate of 


Bate 
of 


Average Bate of 


Bate 

of 
Year 
=100. 


Average Bate of 


Bate 

of 
Year 
=100. 


Year, 
je4 Os. Od. 




Year 
=100. 


Year, 
^4 Os. Od. 




Year, 
^4 Os. Od. 






je 8. 


a. 






£ s. 


d. 




rig-S. 


d. 




Jan 


4 





100 


Jan 


4 





100 


Jan 


4 





100 


Feb. ... 


4 





100 


Feb. ... 


4 





100 


Feb. ... 


4 





100 


March.. 


4 





100 


March.. 


4 





100 


March .. 


4 





100 


April ... 


4 





100 


April ... 


4 





100 


April ... 


4 





100 


May ... 


4 





100 


May ... 


4 





100 


May ... 


4 





100 


June ... 


4 





100 


June ... 


4 





100 


June ... 


4 





100 


July ... 


4 





100 


July ... 


4 





100 


July ... 


4 





100 


August. 


4 





100 


August. 


4 





100 


August. 


4 





100 


Sept. ... 


4 





100 


Sept. ... 


4 





100 


Sept. ... 


4 





100 


October 


4 





100 


October 


4 





100 


October 


4 





100 


Nov. ... 


4 





100 


Nov. ... 


4 





100 


Nov. ... 


4 





100 


Dec. ... 


4 





100 


Dec. ... 


4 





100 


Dec. ... 


4 





100 



h2 



100 
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— ^Monthly AvEBAaxs of Bats 


OF Bank 


OF 


Gebmant. 


1863. 


1864. 


1865. 


Average Bate of 

Year, 

M Is. 6d. 


Bate 

of 
Year 
=100. 


Average Bate of 

Year, 

£h 6s. 5d. 


Bate 

of 
Year 
=100. 


Average Bate of 

Year, 

^ IBs. lid. 


Bate 

of 

Year 

=100. 




^ B. d. 






^ 8. d. 






<£ s. d. 




Jan 


4 


98 


Jan 


4 10 


85 


Jan 


5 11 


112 


Feb. . . . 


4 


98 


Feb. ... 


4 10 


85 


Feb. ... 


4 5 3 


86 


March.. 


4 


98 


March .. 


4 10 


85 


March.. 


4 


81 


April ... 


4 


98 


April .., 


4 10 


85 


April ... 


4 


81 


May ... 


4 


98 


May ... 


5 9 


95 


May ... 


4 


81 


June ... 


4 


98 


June ... 


5 


94 


June ... 


4 


81 


July ... 


4 


98 


July ... 


5 


94 


July ... 


4 


81 


August. 


4 


98 


August. 


5 


94 


August. 


4 


81 


Sept. ... 


4 


98 


Sept. ... 


5 13 


106 


Sept. ... 


4 16 6 


97 


October 


4 


98 


October 


6 18 3 


130 


October 


6- 14 


135 


Nov. ... 


4 7 9 


108 


Nov. ... 


7 


132 


Nov. ... 


7 


141 


Dec. ... 


4 10 


100 


Dec. ... 


6 5 6 


118 


J.'/^ctL'* • • V 


7 


141 


1866, 


1867. 


1868, 


Average Bate of 


Bate 

of 
Year 
= 100. 


Average Bate of 


BAte 

nf 


Average Bate of 


Bate 

of 
Year 

=ioa 


Year, 
^6 4s. 5d. 


Year, 
je4 Os. Od. 


ML 

Year 
=100. 


Year, 
.£4 Os. Od. 




£ s. d. 






^ s. d. 




£ s. d. 




Jan 


7 


112 


Jan 


4 


100 


Jan 


4 


100 


Feb. ... 


6 4 9 


100 


Feb. ... 


4 


100 


Feb. ... 


4 


100 


March .. 


6 


96 


March .. 


4 


100 


March.. 


4 


100 


April ... 


6 


96 


April... 


4 


100 


April . . . 


4 


100 


May ... 


8 6 8 


133 


May ... 


4 


100 


May ... 


4 


100 


June ... 


9 


145 


June ... 


4 


100 


June ... 


4 


100 


July ... 


7 19 9 


128 


July ... 


4 


100 


July ... 


4 


100 


August. 


5 5 9 


85 


August. 


4 


100 


August. 


4 


100 


Sept. ... 


5 


80 


Sept. ... 


4 


100 


Sept. ... 


4 


100 


October 


5 13 


81 


October 


4 


100 


October 


4 


100 


Nov. ... 


4 10 


72 


Nov. ... 


4 


100 


Nov. ... 


4 


100 


Dec. . . . 


4 5 9 


69 


Dec. ... 


4 


100 


Dec. ... 


4 


100 


1869. 


1870. 


1871. 


Average Bate of 


Bate 

of 
Year 
=100. 


Average Bate of 


BAte 

of 
Year 
=100. 


Average Bate of 


Bate 

of 
Year 
=100. 


Year, 
M 4s. lid. 


Year, 
^4 17s. 7d. 


Year, 
£4, 2s. 9d. 




£ s. d. 






<£ s. d. 






<£ B. d. 




Jan 


4 


94 


Jan 


5 


102 


Jan 


5 


121 


Feb. . . . 


4 


94 


Feb. ... 


4 2 6 


84 


Feb. ... 


5 9 3 


108 


March.. 


4 


94 


March .. 


4 


82 


March .. 


4 3 6 


101 


April ... 


4 


94 


April ... 


4 


82 


April... 


4 


97 


May ... 


4 


94 


May ... 


4 


82 


May ... 


4 


97 


June ... 


4 


94 


June ... 


4 


82 


June ... 


4 


97 


July ... 


4 


94 


July ... 


5 19 6 


122 


July ... 


4 


97 


August. 


4 


94 


August. 


7 7 3 


151 


August. 


4 


97 


Sept. ... 


4 


94 


Sept. ... 


5 19 


104 


Sept. ... 


4 


97 


October 


4 19 3 


117 


October 


5 


102 


October 


4 


97 


Nov. ... 


5 


118 


Nov. ... 


5 


102 


Nov. ... 


4 


97 


Dec. ...I 5 


118 


Dec. ... 


5 


102 


«li/w\y* • • • 


4 


97 
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1872. 






Average Bate of 

Year, 

084 5s. Sd. 


Bate 

of 
Year 
=100, 


Jan 


£ s. 
4 


d. 



93 


Peb. ... 


4 





93 


March.. 


4 





93 


April ... 
May ... 
June ... 


4 
4 
4 







93 
93 
93 


July ... 
August. 
Sept. ... 
October 


4 
4 

4 8 

5 








93 

93 

103 

117 


Kov. ... 


5 





117 


Dec. ... 


5 





117 





1873, 






Average Bate of 


Bate 

of 
Year 
=100. 


Year, 
M 19s. 4d. 






£ B. 


d. 




Jan 


4 18 


3 


99 


Feb. ... 


3 16 





77 


March.. 


4 





81 


April ... 


5 





101 


May ... 


6 


3 


121 


June ... 


6 





121 


July ... 


6 


3 


121 


August. 


4 14 


3 


95 


Sept. ... 


4 10 





91 


October 


4 13 





94 


Nov. ... 


5 





101 


Dec. ... 


5 





101 



1874, 



Average Bate of 


Year, 


£4^ 78. Sd. 




£ 8. d. 


Jan 


4 9 3 


Feb. ... 


4 


March .. 


4 


April... 


4 


May ... 


4 


June ... 


4 


July ... 


4 


August. 


4 


Sept. ... 


4 


October 


4 19 9 


Nov. ... 


5 8 


X^wO* • « • 


6 



Bate 

of 
Year 

=100. 



102 

91 

91 

91 

91 

91 

91 

91 

91 

114 

117 

137 





1875. 






Average Bate of 

Year, 

£4i 13s. 7d. 


Bate 

of 
Year 
=100. 


Jan 


£ 8. 

5 5 


d. 
9 


113 


Feb. ... 


4 





85 


March .. 


4 





85 


April ... 
lillay ... 
June ... 


4 
4 
4 







85 
85 
85 


July ... 
August. 
Sept. ... 
October 


4 13 

5 

5 3 

6 


3 





100 
107 
110 

128 


Nov. ... 


5 1 





108 


Dec. ... 


5 





107 





1876, 






Average Bate of 

Year, 

£4i 3s. 3d. 


Bate 

of 
Year 
=100. 


Jan 


£ 8. 

5 12 


d. 
3 


135 


Feb. ... 


3 18 


9 


95 


March .. 


4 





96 


April ... 
May :.. 
June ... 


4 
3 17 
3 10 



3 



96 
93 

84 


July ... 
August. 
Sept. ... 
October 


3 17 

4 
4 
4 3 


9 


6 


93 

96 

96 

100 


Nov. ... 


4 10 





108 


Dec. ... 


4 10 





108 



1877, 



Average Bate of 

Year, 

£4 8s. 7d. 


Jan 


£ B. 

4 8 


d. 



Feb. ... 


4 





March .. 


4 





April ... 
May ... 
June ... 


4 
4 14 
4 9 



6 
3 


July ... 
August. 
Sept. ... 
October 


4 
4 

4 10 

5 11 




6 



Nov. ... 


5 2 


6 


Dec. ... 


4 12 


6 



Bate 

of 
Year 

=100. 



94 

90 

90 

90 

106 

101 

90 

90 

102 

126 

116 

104 



1878, 




1845-78, 




Average Bate of Year, 
£4i 6s. 9d. 


Bate of 
Year 
=100. 


Average Bate of 34 Years, 
£4^ 8s. lOd. 


Bate of 

34Yr8. 

=100. 


January 


£ 8. d. 
4 8 6 
4 
4 
4 
4 
4 
4 

4 3 

5 

6 
5 
4 15 3 


102 

92 

92 

92 

92 

92 

92 

96 

115 

115 

115 

109 


January 


je 8. d. 
4 12 4 
4 6 6 
4 14 10 
4 14 11 
4 7 5 
4 7 
4 8 2 
4 6 7 
4 7 6 
4 14 6 
4 14 9 
4 14 4 


104 


February 


Febmary , . 


97 


March 


March 


107 


Anril 


April 


107 


Mfly . . . t T t , . , - T - - T t 


Mfl y 


98 


June 


■***"'j 

June 


98 


July 


July 


99 


\ "^j 

Augrust 


" "-^ J 

Ausrust 


97 


September 

October 


September 

October 


98 
106 


November 

December 


November 

December 


107 
106 
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TABLE XI. — Table of the CHAHaie in the Bate or DiecooNr Chabobh bt 
THE Bans ot Oebhaht, and the Nny bee of Dayb at Each Bate ib Eacs 
Tsar, s:mcb the Ibt Sbftbhbbb, 1844 {tlie Year the Bank Act came into 
Opemtionin Epjiltind). t h DF-rsMBEB 31st, I87S, 



1 


No. ofChangM. ,31 %l 4% 


*i % 


SS, 5J %'6 % 


61 » 


^ 


7i % 8 % 9 % 


To.^ 


Ki«, 


YM 


roW|Iteya 


a^> 


D»,. 


t>iji. .Db^.'Di^ 


D»,s 


512 


Dfl,« 


itaj. 


D^ 


D.^.. 


ISM 


1 




1 




41 


76 


















117 


Ui5 


1 


1 


2 




204 


78 


83 










... 




... 


36& 


1846 


1 


1 


2 




121 




244 
















365 


1947 




1 


1 






122 


243 
















3C5 


1848 


1 


1 


2 






256 


110 








... 








366 


1349 




1 


1 




314 


SI 


















365 


ISEO 










365 




















36S 


1S61 


... 








365 






■/ 






... 




... 




365 


1868 










366 


... 




\ 














366 


1B68 


I 




1 




273 




92 


■] 












... 


365 


1664 




1 


1 


... 


234 


... 


131 


■} 






... 








365 


1S6B 


1 




1 




310 


65 




I. 














365 


1856 


3 


1 


« 




121 


7 


138 




100 












366 


1857 


4 


2 


6 








162 


S2 


sa 


45 




44 


... 


... 


365 


1858 


1 


4 


6 




330 




19 


11 




6 










366 


1859 


1 


1 


2 




293 




73 
















36S 


18G0 










366 






... 






... 






... 


366 


1861 










36S 


















... 


366 


1S62 










B6S 














... 






365 


1863 


1 




1 




307 


68 












... 






S6E 


1864 


i 


1 


4 






124 


128 




54 




60 








366 


1865! 3 
186^ 1 


2 


6 




198 




64 




21 




82 




... 




365 


7 


s 




16 


45 


67 




79 




68 




6 


63 


365 


1867 










365 


... 


















365 


1868 










366 




















366 


1869 


1 




1 




277 




88 
















36S 


1870 


£ 


S 


5 




ISO 




163 




20 








S2 




365 


1871 




s 


2 




300 


14 


61 






... 










366 


187i 


1 




1 




200 




106 










... 






366 


1373 


S 


4 


7 




53 


98 


128 




86 












365 


1874 


s 


^ 


4 




2B7 


14 


56 


... 


38 


... 










366 


1875 


2 


3 


B 




168 




131 




66 












365 


1876 


3 


3 


G 


54 


210 


67 


19 




16 




... 


... 




... 


360 


1877 


3 


4 


7 




214 


33 


79 


40 






... 




... 




336 


187H 


1 


S 3 


... 330 


41 


104 














... 366 




41 


47 88 


54 7.796 


,139 2,497 1 83 


562 


GO 


ilO 


44 


37 


63 IS336 
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CHAPTER XI. 



SOME EEMARKS ON THE EATE OF DISCOUNT OF 
THE BANKS OF ENGLAND, FEANCE, AND 
GEEMANY. 

A REVIEW of some of the more important points of 
similarity and contrast in the operations and the rate 
of discount of the three banks of England, France, and 
Germany, will not be out of place here. 

In one respect there is a difference between the rate 
charged at the Bank of Germany and those charged at 
the other two banks between the years 1844 and 1878, 
and that is in the minimum rate of discount charged. 
Both the Bank of England and the Bank of France 
occasionally lowered their rates below 3 per cent, in the 
course of those years. During the period under review 
the rate charged by the Bank of England was as the 
rates named below : — 

Bake op England, 1844 to 1878. Daya. 

2 percent, for 1,447 

2i „ 28 

2i „ 1,870 

3,345 



That is to say, for more than one-fourth of the whole 
time at these low rates. Though the average rate 
charged by the Bank of France was not quite so low as 
that charged by the Bank of England, it has sometimes 
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charged less than 3 per cent, for a considerable period. 
The rates in the time under our notice were as fol- 
lows : — 

Bank ov France, 1844 to 1878. Days. 

2 percent, for 559 

2i „ 1,144 

1,703 

Thus, in France, extremely low rates only prevailed 
for less than half the time that they did in England, 
but still in France the time which rates of 2 and 2^ per 
cent, lasted was nearly one-eighth of the whole, a far 
from unimportant fraction. While, however, extremely 
low rates have thus prevailed for a considerable time in 
England, and for a long period, though not equally long, 
in France, the rate at Berlin never once dropped so low 
as 3 per cent., and was at 3^ per cent, for 54 days only 
during the years under our immediate notice. The rate 
was, however, fixed at 3 per cent, on March 2l8t, 1879, 
a point which had never been previously quoted. In 
one respect there is a similarity observable between 
the rate charged at Paris and at Berlin. In both cases 
the greatest number of days is recorded when the rate 
stood at 4 per cent., and in both cases also the next 
largest number to 4 per cent, was 5 per cent. 

The particulars are as follows : — 

Bank op Fbancb, 1844 to 1878. Days. 

4 per cent, for 4,399 

5 „ 1,935 

6,334 

Bank op Gbbmany, 1844 to 1878. Days. 

4 per cent, for..; 7,796 

5 „ 2,497 

10,293 



The corresponding figures in England were : — 

Bank op England, 1844 to 1878. Days. 

4 per cent, for 1,314 

5 „ 1,210 



2,524 
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It hence appears that these comparatively high rates 
were charged for the longest time in Germany; the 
next longest in France ; and for the shortest time in 
England. But if the rate never fell below 3^ per cent, 
in Berlin between 1844 and 1878, it never rose above 
9 per cent., and, indeed, stood at that high point for 
63 days only during the period under consideration, 
that is to say for a very inconsiderable fraction of the 
whole time. The average of the rate, however, charged 
in Berlin was higher than at London or at Paris. But 
the rate charged at Berlin was, though slightly, yet on 
the whole, the highest of the three banks; for if there 
were but comparatively few days at which extremely 
high rates of interest were charged, the length of time 
during which 5 per cent, and 4 per cent, lasted at Berlin 
has caused the average rate to be comparatively high. 
For the remaining variations in the rate we must refer 
our readers to the sunamary table at the end of this 
chapter, in which all the variations of the rate at each 
of the three banks are given. 

There have been at Berlin as well as at Paris some 
years in which the rate of discount never varied at all, 
and there has been one year, though but one, at the 
Bank of England in which a similar occurrence took 
place. The particulars are as follows : — 

Years in Which no Change Took Place in the Eate of 

Discount, 1844 to 1878. 



Bank of England. 

1851 


Bank of France. 
1844 , 


Bank of Grermany. 
1850 




1845 


1851 




1846 


1852 




1848 


1860 




1849 -. 


1861 




1850 


1862 




1851 


1867 




1868 


1868 




1869 






1875 


_— 



It will be observed from this table that there was 
one year alone in which all the three banks coincided in 
making no alterations in the rate charged, and that was 
in 1851. In one particular, and that not an unim- 
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portant one, there is a correspondence in the transac- 
tions of the Bank of England and the Bank of Ger- 
many, and that is in the great number of the variations 
in tne rate of discount during recent years. It will 
assist us to compare the number of variations in the 
years from 1870 to 1878 :— 

Vabiations in the Bates of Discount, 1870 to 1878. 

Bank of England. Bank of France. Bank of Germany. 

Number of Number of Number of 

Variations in Variations in Variations in 

Years. Bate. Bate. Bate. 

1870 10 4 5 

1871 10 2 ; 2 

1872 14 1 1 

1873 24 4 7 

1874 13 2 4 

1875 12 6 

1876 5 1 6 

1877 7 1 7 

1878 10 1 3 



106 16 40 

88 



Total amount of varia- *) noA or 

tions from 1844 to 1878 i_f^ _ _ 

The rate charged by the Bank of France remained 
but little alteredf during this particular period. Still, 
on examining the general table of variations, the same 
rule holds good throughout, that there has been of recent 
years a far greater number of variations in the rate of 
discount charged. 

This tendency to greater variations in intensity, and 
to a greater number of fluctuations, must be expected to 
increase as commerce extends, and as business transac- 
tions not only become more numerous, but more closely 
connected. As is well known, the amount of foreign 
money employed in the London money market in- 
creased much during recent years, though, after ' the 
failure of the City of Glasgow Bank, it has distinctly 
diminished. When the London rate is lower than that 
ruling on the Continent, there is, of course, less induce- 
ment for English bills to be held in foreign countriea 
Hitherto, though enormous sums of English capital 
have been sent about to almost every country in the 
world, it has rather been directed to more fixed and 
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permanent investments than to employment in the 
money markets of foreign cities and capitals. The 
bonds of foreign Governments, of foreign railways, in- 
vestments in industrial undertakings of almost every 
class, have all been largely supported by English capital. 
There is no need to make any detailed statement on 
this point, as the fact is so well known. But while 
the bonds of many foreign Governments are perfectly 
familiar to the English investor, he has scarcely any 
knowledge whatever of, or any experience in transactions 
in foreign bills. Hence, there are few, it almost might 
be said there are hardly any, foreign bills held in 
England ; but the reverse of this is the case on the 
money markets of the Continent of Europe, where 
English bills are not uncommonly held. 

These bills can be forwarded to this country for col- 
lection in case their holders want the money, or the 
amount represented by them may be reinvested in fresh 
bills when the holders desire it. They provide thus a 
most convenient reserve for those who hold them. It 
has been the feeling of confidence that first-class 
English bills would be paid in gold which has given 
them their position. The bonds of foreign Governments 
may be said to hold much the same place in England 
for these purposes that commercial bills on England do 
abroad, and often serve the purpose of making a remit- 
tance. Thus during the autumn and winter of 1877 a 
very large quantity of foreign bonds, such as Russian and 
American bonds — particularly American Funded Loan 
— were sold by holders in this country and remitted 
to the Continent and to America. This circumstance 
doubtless tended to check the demand for gold for ex- 
port which would probably otherwise have arisen. In 
this instance, the holding these bonds in this country 
has been a service to us by preventing a drain on our 
bullion reserves which might have been very incon- 
venient. But it must be remembered that the current 
might equally, had circumstances favoured it, have turned 
in the other direction. And had the value of money 
risen on the principal money markets of Europe, or had 
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there been any great uncertainty about the prospects of 
foreign politics, a very considerable drain on our bullion 
reserve might have been made through the means of 
those English commercial and Treasury Bills held at that 
time so largely abroad. 

As this practice extends, and as the communication 
between the money market of this country and those of 
the rest of Europe becomes closer, we must expect to see 
greater fluctuations occur in our own market. And the 
conclusion is obvious, that we are bound to take every 
precaution not only as to care in the details of business, 
but also by the formation and maintenance of a large 
bullion reserve in this country to meet the sudden 
demands which may, at any moment, be made on us. 
We reap a great advantage from the fact that our money 
market is the point where so many monetary transac- 
tions are carried on. We reap a great advantage also 
from the fact that commerce so largely centres in this 
country ; but unless our position in the matter of re- 
serves is a strong one, we shaU be sure one day or 
another to find that the circumstances just referred to 
expose our business transactions to a great peril. We 
have attained our present position by unremitting exer- 
tion ; the same exertion must be continued if we desire 
to maintain it. 

The evidence of increasing closeness of connection 
between the principal money markets of Europe, which 
is given by the tables of variation in the rates of dis- 
count charged in them, has led to these remarks. We 
must be content to keep a larger supply of "unused 
money '^ ready to meet the demands which may be made 
at any moment, if we desire to see a greater uniformity 
in the rate of discount charged here, and a diminution 
of those fluctuations which have of recent years caused 
so many perturbations in our market. 
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TABLE XH. — Ayebage Monthly Minimttm Bate of Discount of the 
Banks of England, Fbance, and Gebmant, fob the Seventeen 
Teabs, 1846-1861, 1862-1878, and fob the Thibtt-Foub Yeabs, 1845- 
1878 

BANK OF ENGLAND. 



1845-61. 



Areraee Bate of 

17 Years, 

£3 19s. dd. 


Bate 

of 17 

Years 

=100. 


Jan 


£ B. d. 
4 14 


101 


Feb. ... 


3 19 3 


99 


Marcli .. 


4 4 


100 


April ... 
May . . . 
June ... 


3 18 8 

4 16 
3 16 9 


99 

101 

96 


July ... 
August. 
Sept. ... 
October 


3 14 10 
3 12 11 

3 12 6 

4 10 


94 

92 

91 

101 


Nov. ... 


4 7 4 


109 


AJQCt ... 


4 4 7 


106 



1862-78. 



Arerage Bate of 

17 Years, 

£3 16s. 5d. 



Jan 

Feb. ... 
March .. 
April ... 
May ... 
June ... 
July . . . 
August. 
Sept. ... 
October 
Nov. ... 
Dec. . . . 



£ 8. 

3 19 



3 10 
3 10 

3 10 

4 



d. 
9 
9 

4 
8 

3 16 2 
3 11 10 

3 13 6 

7 

4 

4 10 
4 4 



BAte 
of 17 
Years 
=100. 



3 

4 



6 
1 
1 

4 



104 

92 

91 

91 

105 

98 

94 

95 

88 

110 

118 

110 



1845-78. 



Avera^ Bate of 

34 Years, 

£3 17s. 9d. 



Jan 

Feb. ... 
March .. 
April ... 
May ... 
June ... 
July ... 
August. 
Sept. ... 
October 
Nov. ... 
Dec. . . . 



£ 
4 



B. 





d. 
6 

2 
6 
1 



3 15 
3 15 

3 14 

4 1 
3 15 11 
3 13 4 
3 13 

3 10 

4 2 
4 8 
4 4 



2 


6 
8 
6 



Bate 
of 34 
Years 
=100. 

103 

96 

96 

95 

104 

98 

94 

94 

90 

105 

114 

108 



BANK OF FBANCB. 



1845-61. 



Averaffe Bate of 

17 xears, 

£4 4fi. Ud. 



Jan 

Feb. ... 
March .. 
April ... 
May ... 
June ... 
July ... 
August. 
Sept. ... 
October 
Nov. ... 
Dec. ... 



£ 8. 

4 7 



7 

6 

3 

3 

2 

1 

1 

1 

4 6 10 
4 10 
4 9 2 



4 
4 
4 
4 
4 
4 
4 
4 



d. 
7 
9 
9 

6 
3 
9 
4 
1 



Bate 
of 17 
Years 
=100. 



103 

103 

101 

98 

98 

96 

96 

95 

95 

103 

106 

104 



1862-78. 



Average Bate of 

17 Years, 

£3 17s. Id. 


Bate 
of 17 
Years 
=100. 


Jan 


£ B. d. 
4 4 1 


109 


Feb. ... 


4 12 


105 


March .. 


3 19 4 


103 


April ... 
May ... 
June ... 


3 14 10 
3 15 11 
3 12 1 


98 
99 
94 


July ... 
August. 
Sept. ... 
October 


3 12 10 
3 14 6 

3 14 9 

4 6 


96 

97 

98 

104 


Nov. ... 


4 3 6 


108 


Dec. ... 


4 9 


106 



1845-78. 



Average Bate of 

34 Years, 

£4 Is. 5d. 



Jan...., 
Feb. . 
March .. 
April ... 
May ... 
June ... 
July ... 
August. 
Sept. ... 
October 
Nov. ... 
Dec. ... 



£ s. d. 

4 6 10 

4 4 5 

4 2 7 

3 18 11 

3 19 8 

3 17 2 

3 17 3 

3 17 11 

3 17 11 

3 7 
6 9 

4 11 



4 
4 
4 



Bate 
of 34 
Yean 
=100. 

105 

103 

101 

97 

97 

94 

94 

95 

95 

102 

106 

104 









BANK 


OF GEBMANY. 










1845-61. 


1862-78. 


1845-78. 


Average Bate of 
17 Years, 


BA,te 
of 17 


Average Bate of 
17 Years, 


Bate 
of 17 


Average Bate of 
34 iears. 


Bate 
of 34 


£4 98. 4d. 


Years 

:=ioo. 


£4 10s. 8d. 


tYearg 
=100. 


£4 8s. lOd. 




Years 
=100. 




£ B. d. 




£ s. d. 






£ B. 


d. 




Jan 


4 10 9 


102 


Jan 


4 14 


104 


Jan 


4 12 


4 


104 


Feb. ... 


4 7 11 


98 


Feb. ... 


4 6 1 


94 


Feb. ... 


4 6 


6 


97 


March .. 


4 6 6 


97 


March .. 


4 3 2 


91 


March .. 


4 14 


10 


107 


April ... 


4 6 10 


96 


April ... 


4 4 1 


92 


April ... 


4 14 


11 


107 


May ... 


4 6 6 


95 


May ... 


4 9 4 


98 


May ... 


4 7 


6 


98 


June ... 


4 4 8 


95 


June ... 


4 9 4 


98 


June ... 


4 7 





98 


July ... 


4 6 2 


95 


July ... 


4 11 2 


100 


July ... 


4 8 


2 


99 


August. 


4 4 6 


94 


August. 


4 8 10 


98 


August. 


4 6 


7 


97 


Sept. ... 


4 6 6 


95 


Sept. ... 


4 9 7 


98 


Sept. ... 


4 7 


6 


98 


October 


4 10 


101 


October 


4 18 10 


109 


October 


4 14 


6 


106 


Nov. ... 


4 11 2 


102 


Nov. ... 


4 18 6 


108 


Nov. ... 


4 14 


9 


107 


Dec. ... 


4 11 8 


103 


jLyec. ... 


4 17 7 


108 


Dec. ... 


4 14 


7 


106 
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TABLE XIII. — Banks of England, Fbanob, and Germany. Bate ov 
Discount, 1844 — 1878. The Kumber of Days at each Bate, Arranged 
from the Highest Number to the Lowest. 



Bans 


OF England. 


Bank 


OF Fbance. 


Bank 


OF Gebmant. 


Nmnber 


Per 

Oent. 


Number 


Number 


Per 

Cant 


Number 


Number 


Per 


Number 


of Dajs, 


of Dajs 


of Days, 


of Dajs 


of Days, 


of Days 


12,535. 


=1,000. 


12,535. 




=1,000. 


12,535. 




=1,000. 


2,773 


8 


221 


4,399 


4 


351 


7,796 


4 


622 


1,870 


24 


149 


1,935 


6 


154 


2,497 


5 


199 


1,447 


2 


115 


1,594 


3 


127 


1,139 


44 


91 


1,314 


4 


105 


1,170 


6 


93 


662 


6 


45 


1,272 


34 


102 


1,144 


24 


92 


210 


7 


17 


1,210 


6 


97 


1,002 


34 


80 


83 


54 


7 


725 


6 


58 


659 


2 


45 


63 


9 


5 


677 


7 


46 


286 


7 


23 


54 


34 


4 


465 


44 


37 


240 


44 


19 


50 


64 


4 


268 


8 


21 


120 


54 


10 


44 


74 


3 


259 


54 


21 


41 


8 


3 


37 


8 


3 


141 


10 


11 


21 


74 


2 








95 


9 


8 


16 


9 


1 








91 


64 


7 


8 


64 










28 


24 


2 














12,635 


1,000 


12,535 


1,000 


12,535 


1,000 



TABLE XIII. Continued, — Banks of England, France, and Gebicant* 
Bate of Discount, 1844 — 1878. The Kumber of Days at each Bate, 
Arranged from the Lowest Bate to the Highest. 



Bank of England. 


Bank of France. 


Bank of Gerilant. 


Per 
Oent. 


Number 

of Days, 

12.535. 


Number 
of Days 
=1,000. 


Per 

Gent. 


Number 

of Days, 

12,535. 


Number 
of Days 
=1,000. 


Per 
Gent. 


Number 

of Days, 

12,535. 


Number 

of Days 

=1,000. 


2 

24 

24 
8 

84 
4 

44 
5 

64 
6 

64 

7 

8 

. 9 

10 


1,447 

28 

1,870 

2,773 

1,272 

1,314 

465 

1,210 

259 

725 

91 

677 

268 

95 

141 


115 

2 

149 

221 

102 

105 

37 

97 

21 

58 

7 

46 

21 

8 

11 


2 

24 
3 

34 
4 

44 
. 5 

54 

6 

64 

7 

74 

8 

9 


659 

1,144 

1,594 

1,002 

4,399 

240 

1,935 

120 

1,170 

8 

286 

21 

41 

16 


45 
92 

127 
80 

351 
19 

154 
10 
93 

• • • 

23 
2 
8 
1 


34 

4 

44 
6 

64 

6 

64 

7 

74 

8 

9 


64 

7,796 

1,139 

2,497 

83 

562 

50 

210 

44 

37 

63 


4 
622 

91 

199 

7 

45 
4 

17 
3 
3 
6 




12,535 


1,000 


12,535 


1,000 


12,536 


1,000 
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CHAPTER XII. 



BILLS DISCOUNTED AND TEMPORARY ADVANCES 

OF THE BANK OF ENGLAND. 

The manner in whicli the deposits held by the Bank 
are invested requires our attention. 

The securities held by the Bank of England are 
divided in the usual weekly statements between the two 
heads of " Government '' and "other '* securities. It has 
not been thought necessary to make any analysis of the 
Government securities held by the Bank, as a large 
proportion of these securities, and, in particular, the 
amoimts held in the circulation department, are so per- 
manent in amount that no detailed statement appeared 
likely to be generally useful. The '* other ^^ securities 
are not included as a whole in the returns on which this 
analysis is based, but as a statement of their average 
amount would be of service in this investigation it has 
been supplied from the ordinary weekly accounts. 

The total annual average amount of the " other '' se- 
curities will be found in col. 18 of Table I. 

The increase in the sums thus held is large, and in a 
general way proportionate to the increase in the deposits. 

Mr. Thomson Hankey intimated, in his remarks on the 
working and management of the Bank of England, that, 
while the deposits of the Bank should be invested in 
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good banking securities, such as bills of exchange, loans 
for short periods on good securities, Government stocks, 
&c., the capital may be invested in securities of a more 
permanent description. "With regard to the invest- 
ment of the capital, no part of this is required to be 
kept in reserve : all may be invested in interest-bearing 
securities, which should be of undoubted character, but 
not necessarily of the same readily convertible nature as 
that part which is held liable to recall of deposits/'— 
." Hankey on Banking,^' pp. 13 and 14. 

The capital and accumulated and undivided profits of 
the Bank of England (the " rest ") amount together to 
about 1 7^ millions. The bills discoimted and temporary 
advances have been separated in the tabular statement 
from the remainder of the " other securities '' to as late 
a date as the published returns permit. It will be ob- 
served that the portion of the " other securities " which 
does not consist of bills discounted or of temporary ad- 
vances, the annual average of which is given in col. 20 
of Table I., has fluctuated less in amount for the last six- 
teen or eighteen years than the "bills discounted'' or the 
" temporary advances." Guided by Mr. Thomson Han- 
key's remarks, we may suppose the sums indicated in 
col. 20 to be invested in loans to corporations for local 
improvements, to railways on their debentures, perhaps 
in securities of Colonial Governments, and in other secu- 
rities more or less of a permanent character. Mr. H. L. 
Holland, deputy-governor of the Bank, stated in 1865 
that the amount of railway debentures held at that time 
was about 4 millions. The fluctuations in the amount 
of the " other " securities will be found marked in col. 
19 of Table I. 

We now proceed to consider the amount of bills dis- 
counted by the Bank of England. The yearly average 
of these is given in col. 22 of Table I. Col. 23 contains 
the proportion of the yearly average to that of 1844. 
The fluctuations in the amount of bills discounted is 
very considerable. The amount for 1868 was only about 
one-half that of 1866, and, curiously enough, was very 
nearly similar to the average of 1845. There are 
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larger fluctuations also shown in the weekly statements 
than those between these annual averages. 

In 1866 the highest amount was about 16 millions, the lowest about 7 millions. 

» 1867 „ 8 ,^ 4i „ 

„ 1868 „ 7 „ 4 „ 

„ 1869 y, 7 ,, 4 „ 

„ 1870 „ 10 „ 5 „ 

„ 1871 „ 11 „ 4 „ 

„ 1872 „ 9 „ 4 „ 

„ 1873 „ 12 „ 4 ,. 

„ 1874 „ 6 „ 3 „ 

„ 1875 „ 6 „ 2 „ 

There was a considerable increase in this branch of 
the business of the Bank between 1844 and 1875 ; but 
it wiU be observed that the average of the three years, 
1845-47, rather exceeded the average of the three years 
1873-75, and the whole amount, though large, can form 
but a very small part of the total amount of bills, both 
inland and foreign, in circulation. The probable amount 
of these bills in circulation, including foreign bills, was 
estimated by myself as being probably from 300 to 350 
millions in 1873. The total how in circulation (in 1879) 
does not probably exceed, if it even reaches, the smaller 
of these figures. Mr. Newmarch's estimate in 1851 was 
that the corresponding amounts then were from 180 to 
200 millions. The influence of the Bank of England in 
the discount market is considerable ; but its influence 
in this direction would not appear to be so large as in 
some other portions of its business, since its discounts 
have not increased in the same proportion as the bills 
themselves, nor had the discounts of the Bank continued 
to increase during the later years in which the published 
returns enabled us to trace the business of the Bank 
in this particular. A large portion of the deposits, it 
must be remembered, have been invested in more 
permanent securities. The proportion of bills discounted 
to " other '* securities is given in col. 24, and it will be 
observed that the proportion of the resources of the 
Bank placed in bills has rather diminished in recent 
years. The table shows that it is in times of difficulty 
and pressure that the discounters of bills have recourse 
to the Bank. In 1857 and 1866 the amounts are large. 
In ordinary times there are beyond doubt private houses, 
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as well as public companies, who do a larger business of 
this description than the Bank of England. In ordinary 
seasons the outside market is willing to accommodate 
its customers on slightly lower terms ; and, in discount- 
ing bills, those who do the business at the lowest figure 
are sure to have the preference. 

The immediate wants of business are, perhaps, to be 
found most distinctly indicated among the temporary 
advances made by the Bank of England. No branch of 
business of the Bank appears to undergo greater fluctu- 
ations than this one, and in none are the influences of 
periods of pressure more distinctly marked. The amount 
for 1872 was exactly three times as much as that in 
1844. The business done in 1852 was little more thsai 
a sixth part of that done twenty years later. The steady 
growth of this branch of the business is very remark- 
able during the last ten years of which the particulars 
can be given. The annual averages wiU be found b 
col. 25, of Table I., and the proportion of each year to 
the amount in 1844 is given in col. 26. The fluctuations 
from week to week are far greater than those between 
the yearly averages. 



„ 1867 


»» 


4 




1 


w 


„ 1868 


»» 


4 


n 


1 


M 


„ 1869 


»» 


6 


9» 


1 


99 


„ 1870 


»t 


9 


99 


2 


99 


„ 1871 


*9 


6 


»> 


1 


99 


„ 1872 


9* 


10 


99 


2 


99 


„ 1873 


*» 


7 


99 


1 


99 


» 1874 


»> 


8 


M 


2 


M 


„ 1875 


it 


9 


»> 


2 


»9 



The extension of the scale on which business is now 
done is curiously marked by the increase in these fluctu- 
ations during recent years. The requirements of occa- 
sional borrowers were actually greater, and the yearly 
averages higher, in the years 1870 and 1872, than even 
in the panic year of 1866. 

It is much to be regretted that the information as to 
the amounts of bills discounted, and of the temporary 
advances, which used to be given in the returns up to 
the close of 1875 is now no longer supplied. 
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Recently, in September, 1878, the Bank put in force 
a rule requiring a margin of 5 per cent, on the securities 
guaranteed by the Indian Government pledged with it. 
This rule is, however, one of long standing with the 
Bank. It is always enforced with regard to advances 
on Consols, and if it had not been invariably required 
hitherto in the case of securities of the Indian Govern- 
ment, this probably was because these securities 
have generally been at a premium. Thus a margin was 
provided. But when the securities stood at par, or a 
small discount, a margin is needed to cover the advances 
fully. The rate at which these advances have been made 
has been sometimes high — two per cent, above the rates 
charged for discoiuiting bills. But what the Bank pro- 
bably has said to those requiring these advances has 
been something like this : " We do not think your de- 
mand is one of a mercantile character ; it is more like a 
Stock Exchange demand for short advances than a de- 
mand for legitimate trade purposes. If you bring us 
first-rate bills, we will discount them at our rate for 
bills, but we cannot place this demand of yours on the 
same footing/' 

After all, the Bank of England is, with respect to its 
private business, exactly in the same position as any 
other bank. It has only a certain definite sum which it 
can lend, and this it must husband, and not make ad- 
vances which do not certainly return of themselves into 
money — as those made on good bills do — on the same 
terms as advances of the class we have been speaking of. 
The resources of the Bank are, doubtless, very large ; 
but if it makes over-large advances on securities of a 
fixed character, it will experience the inconvenience of 
doing this just as any other bank would do. It cannot 
be said that the Bank is following a course otherwise 
than for the public interest in taking the line which 
is mentioned above. Whether the Bank may have 
given too great facilities for advances of this descrip- 
tion in times past is another question ; but in requir- 
ing a margin on the security for advances it is within 
the strict line of banking. 

i2 
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CHAPTER XIII. 

NOTE CIRCULATION OF THE BANK OF ENGLAND 
AND THE BULLION HELD BY THE BANK. 

The amount of notes issued by the Bank now comes 
under consideration. 

Annual averages of the note circulation will be found 
in cols. 27, 29, and 31 of Table I., which give the 
country circulation, the metropolitan circulation, and 
the amount of both these united. The extension of this 
portion of the business of the Bank was very small 
down to the year 1864. The increase up to that date 
was only about 4 per cent., which had advanced to 26 
per cent, in 1872. The note circulation is issued partly 
in London, partly at the provincial branches of the 
Bank. The circulation has been divided under these 
two heads down to the close of 1875. The returns 
accessible do not continue this division to a later date. 
Up to 1875 the increase in the circulation, as will be 
seen by col. 27, was rather in the country than in the 
London circulation, which will be found in col. 29. The 
provincial circulation formed in 1873 and 1874 about 
39 per cent, of the total circulation of the Bank, while 
in 1844 it formed only 32 per cent, of it. As the whole 
note circulation of England and Wales, including the 
notes issued by the private and joint stock banks, 
was £28,420,000 in 1844, £32,500,000 in 1877, and 
£32,400,000 in 1878, so the Bank of England notes 
issued at the country branches have clearly taken tbe 
place of lapsed local note issues, and this accounts for 
their greater increase than that of the metropolitan cir- 
culation. The total increase is, however, small ; smaller 
than the augmentation in any other portion of the busi- 
ness of the Bank of England, which these returns enable 
us to trace, and far smaller than the increase in the 
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metallic circulation of the country, which was estimated 
as being about 105 millions in 1872.* Mr. Newmarch 
estimated the gold circulation as 36 millions in 1844t. 
While, therefore, there has been an increase in the 
amount of coin in circulation of something like 70 mil- 
lions, the total note circulation of England and Wales 
was in 1878 only 4 millions larger than it was in 1844. 
It is also quite possible that this increase, small as it is, 
may prove to be only temporary, as fluctuationa of from 
1^ million to 2 millions are not uncommon between the 
average of one year and another in the note circulation, 
and the note circulation of the Bank of England was 
smaller during the earlier months of the year 1878 than 
during the corresponding months of 1877. 

The following table shows the amounts and the pro- 
portions of the different denominations of notes com- 
posing the circulation of the Bank of England for the 
years 1856 — 1876, the earliest and the latest dates avail- 
able. The large notes, it will be seen, form now a 
smaller part of the whole circulation than they did 
twenty years since. The notes from £20 to £100 
have remained comparatively stationary ; the greater 
part of the increase is among the smaller notes, especi- 
ally among those for £5. These, doubtless, as men- 
tioned previously, in a great degree take the place of 
the lapsed English country issues. 

To complete this analysis, the annual average of bul- 
lion held by the Bank has been included. This average 
wiU be found in col. 33 Table I. ; the columns marked 
34, 35, 36, and 37, show the proportions which the 
bullion has borne to the liabilities on deposits and Bank 
post bills, to the note circulation, to the total liabilities 
under these two heads combined, and to the amount 
held in 1844. On the whole, the proportion of the 
buUion to the liabilities has been larger recently than 
during the earlier years over which this inquiry extends. 

The Bank of England has sometimes held a consider- 

* Estimate based on Professor Jevons's statement. Statistical Society't 
Journal, 1868, p. 446, and account of " Coinage of Gold for Twenty-Four 
Years," Econonvist, 29ih. Jnne, 1872. 

t Tooke and Newmaroh's " History of Prices," vol. vi., p. 701. 
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able amount of silver bullion. The Bank is empowered 
by the 3rd clause of the Act of 1844 to retain in the 
Issue Department an amount of silver bullion not ex- 
ceeding one-fourth part of the gold coin and bulHon 
held. The Bank has never held quite so large a pro- 
portion as this. The largest amount which it has held 
was £2,727,000 on October 3, 1846, when the gold 
bullion was quoted at £12,632,000. For the years from 
1844 to 1847 the silver bullion formed, however, a con- 
siderable fraction of the total amount of bullion held, 
and the annual averages from 1844 to 1853 are given 
below. On August 20, 1853, the silver bullion 
ceased to be quoted in the returns of the Bank of 
England, though the heading and the space for the 
entry appear weekly in the return. Recently, the 
question, whether it might not be desii^able that the 
Bank of England should hold silver bullion again, has 
been discussed in connection with the low quotation 
for the Indian exchanges. Should such an operation 
be undertaken by the Bank, it would probably now be 
under a guarantee from the Government, on whose 
behalf the business would be carried out. When the 
Bank Act was passed in 1844, ** silver'^ was far more 
distinctly " money " throughout Europe than it is at 
the present time. 

TABLE XIV. — Annual Ayebages of Silyeb Bullion Held by tot 
Bane or England dueing the Yeabs 1844 — 1853, and Pbopobtiom 
OF THE Same to the Gold Bullion and Coin Held. 
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A considerable increase, larger on the whole than in 
the reserve, but smaller than that in the deposits, will 
be observed to have taken place in the bullion held. It 
has been mentioned that there appears to be no relation 
whatever between the amount of notes issued and the 
rate of interest charged. Nor is it easy to trace an 
exact relation between the amount of bullion held and 
the Bank rate. The average held in 1868 was more 
than 20 millions, with discount rate of 2 per cent. ; the 
holding in 1873 was about 22 millions, with rate of 4f 
per cent.; the average held in 1876 was 28 millions, 
with a rate of about 2\ per cent. ; and the differences 
shown by the weekly returns are greater stilL Thus 
7 per cent, was charged on 9th November, 1872, with 
£19,750,000 bullion held on the date of the nearest re- 
turn, while 3 per cent, was charged on 4th November, 
1869, with £18,500,000, more than a million less, held 
in a similar way. Again, 3 per cent, was charged 10th 
February, 1875, with 20 millions of bullion, and 5 per 
cent, was charged I7th October, 1877, with nearly 23 
millions of bullion. Though the total amount of 
bullion held by the Bank is a very important thing, 
the rate of discount charged does not appear to be 
regulated by it. 

To render this more clear, the percentage borne by 
the annual average of bullion with the Bank of England 
to the annual average of the banking liabilities has been 
stated in col. 34 of Table I. The fluctuations shown 
are considerable ; the average, however, has hardly a 
tendency i^o increase, except in the years 1875-1876. 
In 1852 the average of bullion was 2-^ per cent, more 
than the average of the banking liabilities. In 1847, 
1856, 1864, and 1866, the average bullion was 65 per 
cent, of the banking liabilities. In 1857 it was only 56 
per cent, of these. But though, generally speaking, the 
years when the average of bullion is low are those when 
the rate of interest is high, yet it is not possible to trace 
the same connection between the bullion and the rate 
of interest as between the banking reserve and the rate 
of interest. 
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TABLE ZT. — TAfiLi 6-Boinsa Coupobition of Babe of Enoland Kotb 
CiBCDi^TiON. Divided According to the Denomiiiation of ttie Not«> 
in Hajids of the Public from 1850 to 1876. 
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CHAPTER XIV. 



THE PROPORTION WHICH THE RESERVE HELD 
BY THE BANK OF ENGLAND BORE TO THE 
DEPOSITS AND TO THE BANKERS' BALANCES 
ON THE NEAREST RETURN TO THE DATE 
OF EACH CHANGE IN THE BANK RATE OF 
DISCOUNT FOR THE YEARS 1844—78, INCLUSIVE. 

In calculating the proportion of the reserve to the 
deposits, the gold and silver coin held in the Banking 
Department, as well as the reserve of notes, have been 
included in the reserve. The liabilities in the shape of 
Bank post bills are added to the deposits in the 
calculation mentioned. This is because the amount of 
the reserve of notes alone is given in the returns, and 
the short bills are not included in them. In forming 
an estimate of the liabilities of the Bank of England 
both these items should be taken into accoimt, and they 
have therefore been included in order to insure accuracy 
in the statement. The influence, however, of these 
sums is but small. The annual averages showing the 
extent of the circulation of short biUs are in Table I., 
col. 3. 



122 Reserve of Deposits at 

This statement is given in two forms. In the fir^t, 
the proportions are arranged according to the dates the 
nearest to those on which the changes occurred. In the 
second, the return for each date over which a particular 
rate extends are arranged in the order of the highest 
proportion of reserve to deposits first, the other returns 
following to the minimum of each rate. 

It will be observed that the proportion of the reserve 
to the liabilities was as follows during the sharpest 
pressure of the last three crises : — 

23rd October, 1847. — Reserve 14 per cent, of the 
liabilities. The London bankers' balances formed 
81 per cent, of the reserve. Bank rate 8 per 
cent. 

11th November, 1857. — Reserve 8 per cent, of the 
liabilities, but only sufficient to meet 31 percent, 
of the bankers' balances. Bank rate 10 per 
cent. 

16th May, 1866. — Reserve 5 percent, of the liabili- 
ties, but only sufficient to meet 15 per cent, of 
the bankers' balances. Bank rate 1 per cent. 

The increased severity of each crisis will be found 
marked in the smaller proportion of the reserve on each 
of the later occasions, both to the liabilities and the 
bankers' balances. The principle of the Act of 1844 
was not actually infringed at any of these three dates. 

It appears desirable, while investigating this point, 
to give an arrangement of these proportions in order of 
dates, as well as according to each rate, because the one 
arrangement is of very material assistance in under- 
standing the other. Thus, in looking at the proportion 
of reserve to deposits during the prevalence of the rate 
of 4 per cent., we find that rate charged on 2nd 
August, 1865, with no greater reserve than 31 per cent, 
of the deposits ; a proportion at which, from the in- 
formation supplied by other portions of this table, it 
might have been more naturally expected that 7, 8, or 
even 9 per cent, would have been charged. On looking 
to the chronological table, the explanation of this be- 
comes clear. 2nd August, 1865, marks nearly the com- 
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mencement of that rise in the rate of discount which 
culminated in the crisis of 1866. Barely six weeks 
before, there had been a reserve of 45 per cent., with a 
rate of 3 per cent., and during the whole of the twelve 
months preceding and following the Bank rate had been 
subject to very extraordinary fluctuations. It is per- 
fectly true that the Bank rate has in many cases fluc- 
tuated considerably, while the average of the propor- 
tions of the reserve has remained almost the same. 
Thus, by looking down the general averages of the pro- 
portion of the reserve to deposits, on the nearest dates 
corresponding with each change, it will be seen that 
three difierent rates, 6, 5^, and 5 per cent., have all been 
charged, with an average proportion of reserve of about 
36 per cent. ; and, what might have been as little ex- 
pected, the fluctuations of the reserve have been greater 
while 5 per cent, has been charged (from 50 to 20 per 
cent.) than while 6 per cent, has been charged (in this 
case from 48 to 24 per cent.). Still, though individual 
cases may be found which difier from the average, yet 
in general a low Bank reserve will necessarily be found 
accoiDpanied by a high rate of interest. 

In order to give a more distinct idea of the magni- 
tude of the simis concerned, and of their proportions to 
the general business of the country, the amounts of the 
reserve of the Bank of England, of the London bankers* 
balances, and of the weekly returns of the Clearing 
House at the nearest date to each alteration of the 
Bank of England rate during the year 1877 are added 
in Table XVI., and of the reserve and the weekly 
returns of the Clearing House at each corresponding 
date in 1878. We see from these figures how great at 
any moment may be the demands on the reserve of the 
Bank of England. 

Tables XVII. and XVIII. follow, showing the pro- 
portion of the reserve of the Bank of England to the 
liabilities, and of the balances of the London bankers to 
the reserve at the nearest date given to every change in 
the rate of interest from 5th September, 1844, to 31st 
December, 1878. 
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TABLE XVI. — Statement op the Altesations in the Bank op England 
Bate of Discount fob 1877-78, with the Besebye of the Bane 
OF Enqland, the London Bankers' Balances, and the Cleabing 
House Betubns, at the Nearest Date to Each Change. (London 
Bankers' Balances not given for 1878.) 
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TABLE XVII. — Pbopobtionb or the Besebye of the Bank of England 
TO Liabilities^ and of the Balances of London Bankebb to the 
Besebye on the Neabest Date Giyen to Eyebt Change in the 
Bate of Intebest, fboic 5th Septeicbeb, 1844, to dlST Decembeb, 
1878. Arranged According to the Dates when Changes Occurred. 



Bank 
Bate. 



2i* 

8 

8i 



4 

5 

5i 

6 

8 

7 

6 

5 

4 

3i 

3 

24 
3 

24 
2 

24 
3 

34 

4 

44 
5 

54 
5 

4r4 

4 

84 

4 

44 
5 

54 

7 



1844 



1845 



f» 



1846 

1847 
»f 
f» 
%» 
>» 
» 
ft 
>» 
»* 



1848 

>» . 

1849 

1850 

1852 
» 

1853 

» 
ft 
tt 
tt 

1854 
tt 

1855 
tt 
tt 
tt 
tt 
tt 
tt 
tt 



Date. 



5th September... 



16th October 

6th November... 
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34 
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49 
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41 
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* This is the first statement in tlie Betnms, and marks the point at wMoh the Act of 1814 
came into operation. 
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25th 

16th April 

2naMay 

6th „ 

19th „ 

26th „ 

16th June 

25th July 

4th August . . . . 

8tt September. 
10th November . 
34th 
15th December . 

ISth JmiiuLry..,. 
28th „ 

3rd Maioh .... 
30th „ 

4th May 

2Sth „ 

iBt June 

15th „ 

arth July 

3rd August .... 
aath September. 

and October .... 



Proportion 
ReserVB 



Proportion of Beierve and LtabilitieB 



Bank 



Proportit 

par Cant. 

London 

Balancaa t( 
BBBBrvo. 



of 



6th October , . . , 

7th 
23rd NoTember. 
38th December. 

4th Jannary.... 
2and Febmary . 
15th March .... 

3rd Maj 

8tli , 

11th „ 

IZth 

16th Augiist .... 

23rd 

30th 

6th September 
27th 

8th November. 
20th December . 

7th February . 

30th May 

35th July 



1st April 

6th May 

10th June 

24th „ 

ISti July 

19th Augnst .... 

4th November. 

2lBt July 

23rd , 

38th „ 

4th August .... 
11th „ 
18th 
25th 

lat September 
15th 
29th 

2nd March . . . . 

13th April 

15th Jime 

13th July 
21st " ■ 
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TASLE 


IVII. 


Ooniijiued.— PbopoBTIONB or te 


E BlBBBTK 


r THK Bahx 


OF EHahAKn, &C. Arraji^ According to the Dates 








per Coot, of 


Proportion 
per Cent, of 






Proportion 
per Cent, of 


Bank 






Eefiorre 




Date, 


Eoierve 


BiLDkcrg' 


to London 


Eate. 




bt LiatilitieB. 


BaknceS to 
Koaerre. 


Banken' 
Balancei. 


4 


1871 




37 


70 


_ 


5 




7th October 






91 


4 




letli November 


49 


83 




3i 




30th 


62 


63 




3 


.. 


lltli December 


54 


47 


— 


34 


1873 


4th April 


85 


60 


_ 


4 




nth „ 


S3 


80 




t> 




flth May 


33 


75 








30th „ 


40 


58 




n 




13th June 


45 


47 








20th „ 


46 


45 




S3 




18th July 


41 


70 




4, 




ISth September 


39 


69 




41 




2bth 


37 


71 




& 




Srd October 


32 


79 








10th 


33 


93 




7 




tth November 


35 


70 




6 




^Sth 


46 


63 




5 


» 


13th Deteinber 


50 


55 


— 


4i 


1873 


9th January 


49 


68 


_ 


4. 




2ird 


S3 


5° 




3i 




3Uth 


54 


46 








26th March 


38 


54 




41 




ath May 


33 


73 




6 




10th „ 


33 


73 




6 




17th „ 


32 


76 




7 




4th June 


32 


74 




6 




12th „ 


36 


66 




5 




10th July 


43 


83 




41 




17th „ 


46 


74 




4 




34tli „ 


49 


7' 




31 




31at „ 


50 


63 




8 




2lBt ATlgUBt 


63 


6a 




4 




25th September 


44 


80 




e 




a'Hh 


34 




64 


6 




litli October 


31 




83 


7 




lath 


31 




83 


8 




Ibt November 


37 


g6 




9 




Tfk 


35 




90 


8 




20th 


41 


93 




6 




27th 


46 


Bo 




e 




1th December 


45 


79 




41 


>. 


nth 


48 


70 


— 


4 


1874 


8tli January 


43 


90 


_ 


31 




15th „ 


46 


84 




4 




^(ith April 


31 


73 




Si 




38tli May 


43 


69 




3 


ii 


4th June 


44 


64 


— 
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TABLE XTII. Cmliimtd. — Pbopoktiokb or I'tiE Skhbbyb oi 
or EHabAHD, ic. Arranged Ai^ording to Dfites. 



Bite. 



IVoportioD 
per Cent, of 

Reierye 
tt Jji&bilitiieH 



18th June 

80th July 

6tli Augiist 

20th „ 

27th 

16th October 

16th November ... 
Both 

7t!i Jannary 

l«h 
28th 
ISth Fobnury ... 

3th July 

a9th 

12th August 

7th. October 

14th „ 

2l8t 

18th November . . . 
SOth December ... 

6th January 

27th , 

23nl Moiuh 

6th April 

aoth , , 

3rd May , 

6th Jnly 

12th , 

28th Aognst 

4th October 

11th 

29th November ,,, 

fith January 

SOth 

27th March 

29th May 

26th Jnno 

3rd July 

3l8t , 

12th August 

14th October 

20th November... 



par Cant, of 

Londou 

Bankera' 

BalftuceB to 

63 



RcBBna 

Bankers' 
Balaucefl. 



At Each Change of Rate, 
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TABLE XVIII. — pEOPOBTtONSOFTHEllEHBRVltOP THE BaNE OF EsSLAHD 
TO I.li.Bl£.ITIER, AND OF THE BaLA-NCEH OP LONIKIH BAHEEBa TO TBI 

Behebts on the N*Aa.EfiT Datb GrpBN TO Eteei Chahsb ih thb 

B.A.TE OF InTBBEET, TBOU 5tQ SePTEUBEB, 1844, TO diBT DbCEUBEB, 

IS78. Arrangpd from tha HighpBt Proxiortifin o-f thcTlcserve to the Lowest. 



Proportion 
per Cent, ol 

Eeaerve 
Xa Liabilitifw 



t.ot 



por C._.. _ 
Reserve 
to London 



Still September.. 
7tli NoTember., 
llth May 



Sth November. 



lat 

14tli Febnifl.ry 
Z4th December 
20th January.... 

19th May 

1 December , 
1 Au|^t .... 

I „ '-.'.'.'.'. 

I January,... 
19th October.... 
leth August .... 
aeth October..., 

24th November , 
82nd February . 
21at Match .... 
a4th December , 
llth February , 

1 November . 

1 December , 

1 December . 
16th April 

h June 

h January.... 

2Bth July 

18t-h October..., 

i November, 

18th October..,, 
i October..,, 

1 August .... 
leth October,.,. 

4th December , 
2nd April 

15th December , 
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TABLE 


XTIII 


Conlinued.— Pbopobtionb of t 


HE Ueseuvh 


OP THB Bane 


OF £molahi>, ic. Arraneed Atcording to Proportion of Reserve. 








Proportion 
per Cent, af 


PropDrtion 






Proportion 


per C«nt. el 


Bank 




Loudon 


Eeeerva 




Date. 




Baukara' 


to Loudon 


Bate. 






BaUncoE to 
Eeaerre. 


Bunkers' 
BakuCBa. 


6 


1372 


28th NoTember... 


46 


63 


_ 




1873 


27tli 


46 








1866 


ISth March 


45 


51 








1864 


25th Febraary ... 


43 


47 








1865 


23rd November... 


43 










1874 


30th 


41 


8? 








18M 


16th Jane 


40 


54 
38 








1867 

1861 


leth „ 


38 






4th April 


~ 






1356 


IBth December... 


37 


39 








1800 


15th November... 


37 


5S 








1817 


Sod December... 


36 


27 








1856 


22nd May 




73 
8s 








IfiOl 


a6th 


36 








1873 
1870 


12th June 


36 
34 






4th August 


~z. 






1HB3 


7th January 


33 


84 








1872 


10th Oiitober 


32 










1873 


17th May 




'i 


~ 






1860 


31st December... 


SI 








1863 


6th November... 


31 


72 








1873 


14th October 


31 




83 






1866 


30th Angus* 


30 




87 






1878 


Uth October 


SS 










18*7 


30th September... 


26 


23 








1867 


8th October 


24 


56 








1865 


5th „ 


24 


8a 


— 


61 


1857 


I6tb July 




i^ 




1865 


12tb January 


39 


z 






1870 


11th August 




4 








1854 


11th May 


3? 


43 








1817 


5th August 


36 








1855 


4th October 


33 


45 


— 


6 


1872 


12th December... 


BO 


S3 






1854 


Srd August 


49 


33 






1847 


23rd December... 


46 








1873 


4th 


46 








1865 


Z6th January 


44 


11 






1873 


10th July 


43 


83 
SI 
59 






1856 


aSth May 








1860 




41 


~ 




1878 


20th 


41 






" 


1861 


11th April 


40 


53 


~ 




1863 


28th January 


40 






1874 


16th November.., 


40 


90 






1871i 


7th January 


40 


98 






1861 


Ist August 


39 


61 






18G0 


13th November... 


97 






■• 


1863 


and 


86 


fi 
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PrOi>ortioa 


Proportion 
per Cent, of 






Proportion 


per Cent, of 


Bank 




per Cent, of 


London 


Heicrve 




Date. 


Beaerve 


Bankers' 


to London 


Eate. 






Bttlanceelo 
Beserre. 


Banken' 
Bulaneoa. 


5 


1171) 


2Mth July 


36 


8a 


— 




1878 


12th AugUHt 


36 








lfl58 


l*tli Jannary 


35 




80 




1877 


11th October 


35 


94 






1853 


29tb September 


34 


37 






1873 


29th 


34 




94 




1155 


37th 


33 


43 






1H72 


qth May 


33 


75 






1873 


10th „ 


33 


73 






1871 


7th Outuber 


32 




9! 




1978 


3rd „ 


32 


79 






1866 


6th September 


30 




06 




1876 


Mh Janimiy 


S9 


97 






1S60 


12th Apnl 




7S 






18b5 


2nd Oitober 


34 


82 






lft56 


2nd October 


23 


67 






1817 


8th April 


SO 


74 
66 




*i 


18G0 


8th Wovembec... 


BO 












3S 


~ 


" 


1853 


2eth June !!!!!!!!! 


49 






1873 


9th Jannaiy 

nth Deeembec... 


49 


68 








48 


70 








17th July 




S3 




" 


1865 


3rd March "".'.'.'. 


44 


z 




1359 


5tli May 


42 


IS 




", 


1361 


15th AugTiat 


42 


— 




1870 


18th „ 


43 


80 








lett Septembor... 


40 


27 






1855 


13th 


40 


30 






1860 


10th Mny 


3S 


49 
71 




" 


1873 


26th September... 


37 


— 




1865 


4th Mity 




65 
77 




" 


1866 




3S 


_ 






29th March 


33 


35 






1869 


6th May 


36 


68 




"^ 


1865 


28th SeptBiuber... 


33 


63 


_ 




1873 


Sth May 


33 


73 
50 




* 


1873 


aarf January 


53 






1848 


27th , 


52 








1855 


3rd May ... . 


52 


i 




" 


1871 


leth Nov mber.. 


49 







1873 


34th July 


49 






" 


1S53 


iBt September.. 


47 


2: 


_ 




1877 


29ti Noreuiber.. 


47 


83 






1858 


3Sth Jnonary 


46 


86 






1861 


Z9th ASguBt 


4S 


60 






1863 


191h F,.'. ruary ,. 


46 


45 






1870 


35 h August 


45 


79 




„ 


1875 


nth Jiinu.Ty 


45 


fis 


— 
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TABLE XVIII. Conlmued. — Pbofobtionsof thbErbbetb op thb Bim 
or Enoland, tc. ArntngcdAecotding to Proportion of B 



Proportion 

per Cetit. of 

London 



„ 


1S47 




1B60 




1S70 




187* 




1S76 




1565 




IHfiS 




1865 




1874 




1H72 




Ififia 




1872 




1863 




1866 




1873 




1860 




1871 




1877 




1S74 




lS7fi 




IRfifl 




1878 




iK7a 




1875 




1874 


" 


1865 


Wr 


1843 




1S55 




1873 




1871 




1873 


u 


1861 



2Sth September. 

lOth June 

2lEt JoQuaxj 

24th Maj 

28rd Jitiy 

8th JaiiUBiy.... 
27th „ .... 
30th March .... 

Bth Sept«inheT. 
25th May 

Bth AnguEt .... 

aoth May 

15tli January.,.. 
18th Sflptember. 
2lBt, May 

8th Novamber . 
26th March .... 
Slst January .... 
28th SeptembflT. 

4th Octobec .... 
15th „ 

2l8t 

Irt April 

SlBt July 

11th April 

aoth December . 
30th April 

Sid August .... 

15tb. June 

14th 

30th JanuftTj . , . , 
30th November . 

31at July 

19th September. 
24th June 

2nd , 

4th February . 

S8th April 

20th Au^uBt .... 

3ad June 

lat September. 
15th January.... 
23rd March .... 

13th June 

14tii Janonry 

20th December . 

23rd April 

2lBt July 

2Sth May 

16th „ 



At Each Change of Rate. 









Proportion 
par Cont. of 


Proportion 






Proportion 
per Cent, of 


per Cent, of 


Bank 




London 


Iteserrfl 




Date. 


EeserTC 


Bunkert' 


to London 


E«to. 






Balancoito 
BoBerre. 


Banken- 

Balanee.. 


3i 


1865 


1st June 


41 


56 


_ 




1872 


18th July 


41 




", 


1875 


18th February ... 


41 


8o 


_ 




1845 


eth-Novembw... 


38 








1872 


4th April 


35 


6a 






1665 


27th July 


33 


8i 




" 


1875 


14th Octobec 


35 




79 




1878 


Srd July 


SI 






3 


1848 


2nd NoTember... 


61 


33 


r 




1846 


27th August 


58 


19 






1871 


14th Deiiember... 


64 


47 






1858 


11th February ... 


63 


63 






1873 


2lBt August 


63 


6a 






1870 


15th September... 


61 


59 






1871 


2l8t 


SO 








1876 


28th Jannaiy 


60 


8^ 






18S3 


20th „ 


49 


24 






1850 


26th December ... 


48 








1874 


37th August 


48 


77 






1869 


9th June 


47 


ii 

75 
45 
63 






1362 


22nd May 


47 






1874 


30th July 




~ 




1872 


20th June 


4S 






1867 


7th Febrnajy .. 


45 






1876 


6th April 


45 








1865 
1869 


15Ui June 


44 
44 


I 

57 






15th July 




^ 


1869 


4th NoYember... 


44 


_ 




1874 


4tb June 


44 


f. 




„ 


1877 


33th August 


44 


_ 




1861 


7th November... 


43 


6» 






1863 


30th April 


43 


46 
94 




1 


1875 


18th NoTeraber... 


43 


_ 




1875 


8th July 


i2 




95 




1871 


2nd March 


41 


65 






1860 


llftb January 


40 


54 






1878 


9th „ 


40 








1862 


30th October 


39 


65 






1868 


3rd Deoember ... 


39 


64 






1845 


16th October 




4S! 






1877 


3rd May 


37 








1878 


26th June 


33 


- 




"., 


27th March 


— 


2\ 


1844 


Elh September... 


68 


J, 


~ 




1S49 


22nd November... 




'3 






1852 


Ist January 


61 








1858 


9th Deoember... 


60 


a6 






1869 


lOth August 


65 


55 




.. 


1870 


29th September,. 


55 


48 


— 
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TABLE XVXII. Continued. — Peopobtions op the Eesebve of the Bane 
OF England, &c. Arranged According to Proportion of Beserve. 



Bank 
Bate. 


Date. 


Proportion 
per Cent, of 

Beserre 
to Liabilities. 


Proportion 

per Cent, of 

London 

Bankers* 

Balances to 
Beserve. 


Proportion 
per Cent, of 

Beserve 

to London 

Bankers' 

Balances. 


2i 


1875 
1853 
1859 
1874 
1867 
1862 
1871 
1862 
1877 
1868 
1878 
1875 

1871 

1852 
1867 
1875 
1871 
1876 
1877 
1862 
1878 


29tli July 


51 
48 
48 
48 
47 
44 
43 
42 
42 
40 
40 
89 

59 

64 
53 
52 
51 

48 
46 
45 
44 


95 
35 
57 
63 
49 
71 
58 

69 

82 

6i 

38 

40 

64 
89 

74 
89 

87 
68 






6th January 

14th July 


— 


» 


18th June 






30th May 




»f 


9th January 

13th April 


— 




10th July 






5th „ 




w 


19th November... 
29th May 


— 


2i 
2 


7th October 

15th June 


93 


22nd April 






25th July 






12th August 

13th July 


— 


>» 


20th April 






12th July 




tt 


24th „ 




ft 
39 


30th January 


— 



Prior to 3l8t October, 1857, the returns of the Bank of England were dated to Satnrdaj, 
mbseqnent to that date to Wednesday. 

General Avebages of Pbecedinq Tables. 



Bank Bate. 


Times Changed. 


Average 

Proportion per 

Cent, of Beserve to 

LiabiUties. 


Average 

Proportion per 

Cent, of London 

Bankers' Balances 

to Beserve. 


10 
9 
8 
7 
6i 
6 
5i 
6 

4i 
4 

H 

3 
2i 
2i 
2 


2 

5 

15 

21 

2 

28 

6 

33 

20 

40 

30 

35 

18 

1 

8 


18 
28 
30 
32 
29 
36 
37 
36 
43 
56 
45 
45 
50 
59 
50 


86 

73 
78 
67 

53 
61 

56 

67 

58 

64 
56 

57 
50 
38 
73 


NuTT ber of changes 
m rate 


1 264 


— 
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CHA'PTER XV. 



CONCLUSION. 

There are several other points in the statements con- 
tained in this volume which may be indicated, though 
they cannot be followed out further. For instance, it 
will be found that the amount of the bankers' balances 
with the Bank of England on the second return in 
each half-year, that is to say, the second return in the 
months of January and July, is considerably above the 
total average of each year, and there is a very marked 
augmentation in these amounts during the later com- 
pared with the earlier years included in the returns. 
This periodic fluctuation is undoubtedly connected with 
the payments of the dividends on the funds, and on 
other fixed securities, and a similar though smaller 
fluctuation is observable at the corresponding dates in 
April and October. This increase is probably due to 
larger amounts of stock held as reserve by the banks of 
the country generally, and also to larger amounts of 
dividends received on account of customers. We must 
bear in mind that the years from 1844 to 1878 have 
witnessed a very large increase indeed in the business of 
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banking in the United Kingdom. Many persons have 
accounts with a bank now, who — or their predecessors in 
similar positions in life — would not have had banking 
accounts at the earlier date. The increase on the dates 
mentioned marks this alteration in the habits of the 
country, and is interesting on that account. 

This point is mentioned, among others, which a care- 
ful investigation of the returns relating to the Bank of 
England will enable the reader to trace. Many matters 
connected with the conduct of business, many incidents 
in the transactions of the day which have influenced 
the adoption of a particular rate on a given occasion, 
cannot be recorded in the returns from which the figures 
in this statement have been condensed. We have in 
this shape but the dry bones, so to speak, of events, 
all-important at the time to the well-being of the 
country; but it is hoped that this analysis will be of 
service in assisting us to thread the history of the past, 
and may also be of some use in enabhng us to see what 
is needed at the present time. 

The subject which was proposed to be investigated in 
preparing this statement, was the relation of the reserve 
to the current rate of interest charged. A study of this 
analysis shows the truth of the usual conclusion, that the 
rates of discount charged by the Bank of England are 
regulated more by the proportion of the reserve to liabi- 
lities than by any other consideration. That the amount 
of the bankers' balances, and the proportion they bear to 
the reserve, may have a bearing on the rates charged 
is very probable, though their influence is not clearly 
marked in the tables. The state of the foreign ex- 
changes, quoted for the great European centres of busi- 
ness — Paris, Amsterdam, Hamburgh, and, we must now 
add, Frankfort and Berlin, as representative of Germany 
— influences the Bank rate very greatly, though this does 
not show so much on the surface, as an unfavourable 
exchange is accompanied by an outflow of bidlion, and 
hence by an immecfiate diminution of the reserve. It is 
well known that the directors of the Bank, when fixing 
the rate to be charged, take the state of the foreign ex- 
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changes into careful consideration. The Bank pos- 
sesses stm, though other powerful banking institutions 
have grown up round it, and appear at first sight to over- 
power it, so strong an influence over our money market 
that by setting the rate high enough it can always con- 
trol the foreign exchanges; hence foreign exchanges 
generally appear to follow, rather than to lead, the Bank 
of England rate of discount. No correspondence what- 
ever can be traced between the amount of notes issued 
and the rate of interest charged. Nor does any other 
branch of business conducted by the Bank appear to 
afiect it in any way. The proportion of the reserve to 
the liabilities is the cardinal point on which the rate of 
interest charged by the Bank turns. 

We may observe in this fact a remarkable and exact 
instance of the operation of one of the principal laws of 
economic science — ^the law of demand and supply. The 
rate of interest generally, as Mr. Ricardo has stated in 
his " Principles of Political Economy,'' " is regulated by 
the rate of profits which can be made by the employ- 
ment of capital.''^ 

Mr. Ricardo adds, what is equally obvious : " The 
rate of interest, though ultimately and permanently 
governed by the rate of profit, is, however, subject to 
temporary variations from other causes.''t A dimi- 
nished or increased demand is chief among these, and 
the extent of these temporary variations is best exhi- 
bited in the position of the Bank of England reserve,^ 
from the fact that the Bank of England also holds the 
reserve of the other banks in the country. Within the 
period over which the investigation extends, the amount 
of money in the country generally has enormously in- 
creased. The gold in circulation is nearly three times 
the amount it was some thirty years ago. Yet, while 
the amount of deposits held by the banks of the country 
— that is to say, of loanable capital — ^has also been 
greatly increased, we have far more frequent and rapid 



* Page 220, edition 1852. 
t Page 179. 
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variations in the Bank rate of interest, and often also a 
higher rate. 

The explanation of this is that the total amount held 
in reserve has not increased in a like proportion with 
the demands which may be made on the reserve; mean- 
while, from the altered character of that reserve, there 
is a greater liability to sudden demands, owing to the 
vast increase in banking deposits in the United King- 
dom during the last five-and- twenty years. 

Mr. Newmarch estimated these deposits in 1851 at 
260 millions ; to which may be added for foreign and 
colonial banks 25 mUHons, an aggregate of something 
like 300 millions. The corresponding figures at the 
present time are probably between 650 and 700 mil- 
lions. 

This very great increase in the amounts held on 
deposit during the last five-and-twenty years may at 
any moment give occasion for a very considerable 
demand on the banking reserve. The reserve held by 
the Bank itself is now somewhat smaller in proportion 
to its own liabilities than it was in the earlier years 
over which this survey extends. Meanwhile, the gene- 
ral banking liabilities of the country have enormously 
increased. 

To throw the whole of the duty of maintaining an 
adequate reserve on the Bank of England is obviously 
unfair, yet this is the tendency of business in recent 
years. The keeping a larger supply of unused money 
would also undoubtedly tend to more equable rates, 
which would be of great advantage to the commerce of 
the country. Yet we do not seem nearer to the attain- 
ment of a really sufficient reserve than we were when 
the Bank Act of 1844 was passed. To provide a com- 
pulsory amount of reserve by legal enactment would be 
undesirable, but the object might be arranged without 
difficulty if an agreement on the subject by the prin- 
cipal banks of the country could be attained. 

It is not, in any time of pressure, the amount of 
capital in the country which is taken into account, or 
which governs the immediate price of money. It is 
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not the amount in circulation. It is the actual amount 
of reserve in hand at the time which deddes the stability 
of the money market. Many exceptional causes, it will 
be said, have led to the recent fluctuations in the money 
market, to the vast number of changes in the rate of 
interest in recent years. But with the immensely ex- 
tended commerce now carried on by this country, such 
causes, or similar causes, will be certain continually to 
manifest themselves, and the only safe course is to be 
prepared to meet them. To do this we must be pre- 
pared to increase the amount of " unused " capital in 
the country, now so exceedingly small. It is most 
desirable that proper steps should be taken for the 
attainment of this, which is essential to the security of 
banking in this country. It is hoped that the preceding 
pages may assist to throw some light on the present 
bearings of this important question. In banking, the 
only secure position is that of strength, and that strength 
is connected most closely with the maintenance of an 
adequate reserve. 



THE END. 
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